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The Senate met at 9: 15 a.m., on the ORDER FOR THE TRANSACTION OF 
expiration of the recess, and was called ROUTINE MORNING BUSINESS 
to order by Hon. CHARLES E. GRASSLEY, Mr. ANDREWS. Mr. President, I ask 
a Senator from the State of Iowa. unanimous consent that following the 

PRAYER 
The Chaplain, the Reverend Richard 

C. Halverson, LL.D., offered the follow
ing prayer: 

Let us pray. 
Almighty God, sovereign Lord for 

whom history is the unfolding of Thy 
purpose, Thou hast a plan for the na
tions and for each of us individually. As 
a sparrow's fall does not escape Thy no
tice, certainly no business done in this 
place is of indifference to Thee. 

Thy will concerns all things infinite 
and infinitesimal. Thou art a God of the 
microcosm as well as the macrocosm. 
We have no secrets from Thee. Our 
thoughts, our words yet unspoken, our 
desires are known to Thee. Lead us in 
Thy way, 0 God, and help us by Thy 
Holy Spirit's wisdom and guidance to do 
Thy will in all things today. Through 
Jesus Christ our Lord. Amen. 

APPOINTMENT OF ACTING PRESI
DENT PRO TEMPORE 

The PRESIDING OFFICER. The clerk 
will please read a communication to the 
Senate from the President pro tempore 
(Mr. THURMOND). 

The legislative clerk read the follow
ing letter: 

U .S. SENATE, 
PRESIDENT PRO TEMPORE, 

washington, D.C., May 12, 1981. 
To the Senate: 

Under the provisions o! rule I, section 3, 
of the Standing Rules of the Senate, I hereby 
appoint the Honorable CHARLES E. GRASSLEY, 
a 8enator from the State of Iowa, to perform 
the duties of the Chair. 

ST"ROM THURMOND, 
President pro tempore. 

Mr. GRASSLEY thereupon assumed 
the chair as Acting President pro tem
pore. 

RECOGNITION OF THE ACTING 
MAJORITY LEADER 

The ACTING PRESIDENT protem
pore. Under the previous order, the act
ing majority leader is recognized for 
not to exceed 5 minutes. 

THE JOURNAL 
Mr. ANDREWS. Mr. President. I ask 

unanimous consent that the Journal of 
the proceedings be approved to date. 

The ACTING PRESIDENT protem
pore. Without objection, it is so ordered. 

time allocated to the two leaders under 
the standing order there be a period for 
the transaction of routine morning busi
ness not to extend beyond 9: 30 a.m. with 
Senators permitted to speak therein. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

RECOGNITION OF THE ACTING 
MINORITY LEADER 

The ACTING PRESIDENT pro tem
pore. Under the previous order, the act
ing minority leader is recognized for a 
period not to exceed 5 minutes. 

The Senator from Ohio. 
Mr. METZENBAUM. Mr. President, 

will the acting majority leader yield for 
a question? 

Mr. ANDREWS. I am happy to yield. 
Mr. METZENBAUM. Mr. President, I 

am prepared to yield back my time if 
the acting majority leader is prepared 
to yield back his time. It appears that 
neither of us is prepared to address the 
Senate on any issue of concern. 

Mr. ANDREWS. Mr. President, I have 
full intention of yielding back my time, 
may I assure the acting minority leader. 

Mr. METZENBAUM. Mr. President, on 
behalf of the minority leader, I yield 
back that time available. 

Mr. ANDREWS. Mr. President, I yield 
back the time on my side. 

ROUTINE MORNING BUSINESS 

The ACTING PRESIDENT pro tem
pore. Under the previous order, there will 
now be a period for the transaction of 
routine morning business. 

Mr. ANDREWS. Mr. President, I sug
gest the absence of a quorum. 

The ACTING PRESIDENT pro tem
pore. The clerk will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. LONG. Mr. President, I ask unan
imous consent that the order for the 
quorum call be rescinded. 

The ACTING PRESIDENT pro tem
pore. Without objection. it is so ordered. 

S. 1162-EXPANDED OWNERSHIP 
ACT OF 1981 

Mr. LONG. Mr. President, on behalf 
of myself and a rather formidable num
ber of cosponsors, I introduce a bill deal
ing with employee stock ownership, for 
appropriate reference. 

The ACTING PRESIDENT protem
pore. The bill will be received and appro
priately referred. 

The bill, S. 1162, to amend the Inter
nal Revenue Code of 1954 to increase the 
allowable contributions to employee 
stock ownership plans, to provide a credit 
against tax for contributions to an em
ployee stock ownership plan based upon 
payroll as an alternative to that based on 
investment in equipment, and for other 
purposes, introduced by Mr. LoNG, for 
himself, Mr. BAUCUS, Mr. BENTSEN, Mr. 
BOREN, Mr. BURDICK, Mr. CANNON, Mr. 
CRANSTON, Mr. DANFORTH, Mr. DECON
CINI, Mr. DIXON, Mr. DURENBERGER, Mr. 
EAGLETON, Mr. HATFIELD, Mr. HEFLIN, Mr. 
INOUYE, Mr. JoHNSTON, Mr. KASTEN, Mr. 
LEVIN, Mr. MATHIAS, Mr. MATSUNAGA, 
Mr. MITCHELL, Mr. NUNN, Mr. PELL, Mr. 
PRYOR, Mr. RANDOLPH, Mr. RIEGLE, Mr. 
ROTH, Mr. SARBANES, Mr. TOWER, Mr. 
TSONGAS, and Mr. ZORINSKY, was referred 
to the Committee on Finance. 

Mr. LONG. Mr. President, over the 
next several months there will be much 
discussion and debate over which ap
proach we should take in reforming our 
tax laws to promote the productivity of 
American business and to provide relief 
to American taxpayers. The approach 
we choose will be a major factor in deter
mining the economic direction in which 
this Nation will move over the next 
decade. 

In setting that direction, let us take 
the time to form a clear vision of the 
kind of society we wish this Nation to 
become. Only then should we enact the 
t.ype of tax reform that will shape our 
economic lives during the 1980's. 

The vision that this bill suggests is one 
of expanded capital ownership. As we 
enact incentives for new capital forma
tion we should also enact incentives that 
will enlarge the number of Americans 
who share a personal stake in our free 
enterprise system. 

Years ago we recognized that wide
spread ownership was important. At one 
time agricultural land was the dominant 
form of productive capital and the Fed
eral Government, in legislation such as 
the Homestead Act of 1862, took steps 
to insure that the opportunity to own 
such capital was within the reach of all. 

Capitalism's land frontier, however, is 
long since closed, and our industrial 
revolution is now more than a century 
old. Unfortunately. at least for those of 
us who see free-enterprise capitalism as 
better than any of its alternatives. we 
did not finance our industrial growth of 
the past century in such a way that it 
would be broadly owned. 

This bill sug~ests that we not continue 
that shortsighted approach. Instead, we 
can begin to promote a type of capitalism 
that is true to its democratic roots, and 
true to the American tradition of wide
spread participation. 

Our free enterprise system is not work-

e This "bullet" symbol identifies statements or inserti om which are not spoken by the Member on the floor. 
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ing well enough; its remarkable vitality 
and adaptability are declining. Yet there 
is no evidence of a better economic al
ternative. A primary problem, and a 
problem this bill addresses, is that so few 
Americans share a personal ownership 
stake in the system. 
EXPANDED OWNERSHIP AS A NATIONAL ECONOMIC 

GOAL 

The encouragement of expanded capi
tal ownership does not mean the redis
tribution of existing wealth. The intent is 
not to take from those who own to give 
to those who do not. Rather, the intent 
is to provide incentives for newly created 
capital to be more broadly owned. 

The economic strength and political 
stability of this Nation stem largely from 
our commitment to a private property, 
free enterprise philosophy. To date, how
ever, we have not encouraged the use of 
financial techniques designed to provide 
widespread access to capital ownership. 
Consequently, in this, the world's most 
avowedly "capitalist" nation, we have 
only a scanty sprinkling of capitalists. 

In 1976, for example, the Joint Eco
nomic Committee studied this ownership 
issue and found that 50 percent of the 
market value of individually owned cor
porate stock in the United States is held 
by just 1 percent of the U.S. population, 
and 6 percent own more than 80 percent. 

Similarly, 1 percent receive 47 percent 
of all dividends. The committee also 
cited a 1972 study indicating that 55 per
cent of American households have a net 
worth of less than $10,000, and 12 per
cent, or 1 in every 8, have a net worth 
of $1,000 or less. This concentration of 
wealth is not only unjust, it is also harm
ful to the successful operation of a 
market economy. 

The financial press estimates that pro
ductive wealth by the end of this century 
will increase by $2 to $4 trillion. 
Unless this Congress develops incentives 
to spread this newly created wealth 
more broadly among our citizens, the 
historical pattern will continue and the 
great bulk of that new wealth will accrue 
largely to the too wealthholders. 

This likelihood led the Joint Economic 
Committee to conclude in its 1976 an
nual report: 

To provide a. realistic opportunity !or more 
U.S. citizens to become owners of capital, and 
to provide an expanded source o! equity fi
nancing for corporations, it should be made 
national policy to pursue the goal of broad
ened capital ownership. 

Expanded ownership is a bipartisan 
issue, one that cuts across party lines in 
an attempt to bring out the best in our 
free enterprise approach to economic 
matters. As the 1980 Republican platform 
reminds us, "The widespread distribution 
of private property ownership is the cor
ne~stone of American liberty. Without it 
neither our free enterprise system nor 
our Republican form of Government 
could long endure." 

Consequently, the 1980 Republican 
P~atform pledges the Reagan administra
tion "to help millions of Americans • • • 
to share in the ownership of the wealth 
of their nation." President Nixon in
cluded a similar pledge in his 1970 state 

of the Union address in which he sug
gested: 

We must adopt reforms which will expand 
the range o! opportunities for all Ameri
cans .... This means ... new opportuni
ties !or expanded ownership, because in or
der to be secure in their human rights peo
ple need access to property rights. 

Similarly, President Reagan, in a July 
1974 speech to the Young Americans for 
Freedom, explained the histoncal prece
dent for a national policy uf expanded 
ownership and endorsed the uniquely 
American opportunity that such a policy 
would represent: 

Over one h\lndred years ago, Abraham Lin
coln signed the Homestead Act. There was 
a wide distribution of land and they didn't 
confiscate anyone's already owned land. They 
did not take from those who owned and give 
to others who did not own. It set the pattern 
for the American capitalist system. We need 
an Industrial Homestead Act .... I know that 
plans have been suggested in the past and 
they all had one flaw. 

They were based on making present owners 
give up some of their ownership to the non
owners. Now this isn't true o! the ideas that 
are being talked about today. 

Very simply, these business leaders have 
come to the realization that it is Ume to 
formulate a plan to accelerate economic 
growth and production and at the same time 
broaden the ownership of productive capital. 
The American dream has always been to have 
a piece of the action. 

In a similar vein, Senator Hubert 
Humphrey explained his support of ex
panded ownership in a letter to the edi
tor of the Washington Post not long 
before his death: 

Throughout my career as a publlc servant, 
I have viewed full employment as a top 
priority goal !or this country. And I con
tinue to do so. But I recognize that capital, 
and the question of who owns it and there
fore reaps the benefit of its productiveness, 
is an extremely important issue that is com
plementary to the issue of full employment. 

I see these as twin p1lla.rs of our economy: 
Full employment of our labor resources and 
widespread ownership of our capital re
sources. Such twin pillars would go a long 
way in providing a firm underlying support 
for future economic growth that would be 
equitably shared. 

Since 1973, the Congress has passed, 
and three separate administrations have 
signed into law, 14 bills promoting the 
use of employee stock ownership plans 
(ESOPs) as a means to expand the 
ownership of productive capital. In ad
dition, in the Tax Reduction Act of 1976, 
Congress made clear its interest"* * * in 
encouraging employee stock ownership 
plans as a bold and innovative method 
of strengthening the free private enter
prise system which will solve the dual 
problems of securing capital funds for 
necessary capital growth and of bring
ing about stock ownership by all corpo
rate employees.'' 

This bill continues this bipartisan con
gressional policy by providing additional 
incentives for companies to finance their 
growth or transfers in ownership in such 
a way that their employees will share 
a stake in the enterprise for which they 
work. 

RELIEVING THE FISCAL STRAIN 

A strong case for expanded ownership 

could be made on equitable grounds 
alone-or on motivational grounds alone. 
Certainly a nation that puts its faith 
in a private enterprise system should 
conduct its tax policy so as to insure 
that the voting public has a personal 
stake in that system. In addition, we 
should consider the possible long-term 
effect of transforming the American 
economy into one in which the vast ma
jority have the interest and the incentive 
of capital ownership. 

Rather than creating a constituency 
for private property capitalism, how
ever, we have been steadily adding peo
ple to the "income security" rolls, to 
the make-work rolls, and to the count
less other transfer programs designed 
to disguise the onus of welfare. This is 
not the direction in which Federal tax 
policy should encourage the American 
economy to move. 

Only recently have the consequences 
of this shortsighted approach begun to 
surface. The fiscal strains are the most 
obvious, with the growth of Federal 
transfer programs revealing one trouble
some dimension of the problem. 

In 1960, these payments to individ
uals totaled 26.4 percent of total budget 
outlays; by 1980, they had skyrocketed 
to more than 50 percent; $27 billion was 
paid out in 1960; by 1980, these costs 
had risen to more than $284 billion. 

Just since 1970, transfer payments 
have grown more than $200 billion. As 
a proportion of total U.S. wages, such 
payments have increased 250 percent 
since 1970-currently 20.2 percent, up 
from 8.1 percent only 10 years ago. 

During the past 20 years, our popula
tion has increased by only 23.3 percent. 
The Federal budget, however, has risen 
528 percent. These trends simply must 
be reversed. 

One of the most disturbing indict
ments of the present state of our private 
property system is provided by the Na
tional Bureau of Economic Research 
which reports that for the majority of 
American families, their most important 
"wealth" is now their entitlements un
der our pay-as-you-go social security 
system. 

It is a shortsighted strategy for our 
private property economy to so struc
ture its affairs that the most important 
"wealth" held by the bulk of Americans 
is an entitlement to future Government 
transfer payments. No one wants to be a 
ward of charity, and no one wants to 
carry a stranger on his back economi
cally. 

Yet three-fifths of our elderly cur
rently derive more than one-half of 
their income from social security. Our 
long-term tax strategy should not •be one 
that leaves most Americans dependent 
for their subsistence on a system under 
which they give to each other under 
Government duress or take from each 
other with Government assistance. 

Reversing our drift in the direction of 
ever-increasing Government redistribu
tion will not 'be an easy task. As a mod
est first step, this bill suggests that the 
private sector be encouraged to finance 
its capital requirements in such a way 
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as to promote the economic self-suffi
ciency of an ever-expanding number of 
American households. 

The best way to reduce Government 
spending over the long term is to reduce 
the need for Government spending. 
Thus, this bill suggests that as we enact 
incentives for expansion of the Nation's 
investment base, we should also enact 
incentives for expansion of the Nation's 
ownership base. 

CREATING A CONSTITUENCY FOR CAPITALISM 

We cannot spend our way out of in
flation. We will make no real impact on 
inflation until we make a real impact 
on new capital investment. It takes capi
tal growth to have any long-term effect 
on productivity. It also takes an enor
mous amount of new capital to create 
private sector job opportunities. If the 
private sector is to provide the number 
of jobs needed, it simply must have the 
financial means to develop and acquire 
the new tools and equipment that such 
jobs require. 

With our current "supply-side" focus 
on the economy, the productive wealth 
of this Nation will almost certainly in
crease. 

Indeed, the productivity-oriented tax 
incentives now under consideration are 
specifically designed to promote the 
growth of investment that otherwise 
would not occur. 

At present, the economic pie available 
to be divided is contracting rather than 
expanding. Thus, in order for any one 
segment of the population to have more, 
some other segment must, by definition, 
settle for less. The only way for every
one to have more is to restore the econ
omy to a pattern of sustained economic 
growth. 

However, if we are to win in this hard
fought battle against inflation, we would 
do well to create a widespread unity of 
interest-a spirit of cooperation and 
compromise. 

Yet how are we to enlist this ·coopera
tive effort unless a substantjal majority 
of mainstream Americans feel that thev 
have a personal stake in the supply-side 
measures we adopt? 

Passage of this 'bill would help enlist 
that cocroeration 'by providing a way for 
more Americans to share in the fruits of 
this investment-oriented tax reform. 

This approach ca,nnot only lay a foun
dation for ec·onomic growth that will be 
more equitably shared, it can also foster 
better rela;tions between management 
and labor. 

Expanded ownership could serve as a 
new stabilizing element, an element that 
may encoura~e these traditional foes to 
act more in the national interest by· be
ginnin~ to ooerate more in that much
needed spirit of cooperation and 
compromise. 

Unions have got to find new ways to 
deliver victories to their members ·and 
management has got to find new ways to 
deal with union demands. Employee 
stock ownership provides a fruitful new 
area in which these traditional adver
saries can res·olve their differences. 

This approach would also help create 
a stronger political base for our endan
gered pr~vate property system. If we are 

reasonably to expect the taxpaying pub
lic to support private property capital
ism, then capitalism should itself be 
designed to support the taxpayer's rea
sonable access to capital ownership. 

By taking this modest step in 'the 
direction of expanded ownership, we 
would be indicating to the American 
public that, yes, we in the 97th Congress 
really do believe that ownership c·ounts. 

Rather than continuing to pay only 
rhetoric1al homage to the idea of pri
vate property ownership, this bill helps 
to reduce that rhetoric to reality by of
fering a program of tax incentives de
signed to once again enable working 
Americans to share in a piece of the 
action. 

TOWARD A PRIVATE SECTOR SOLUTION 

Expanded ownership is a matter of 
a·lternatives. Which economic course 
should we follow? The trend toward ever
increasing transfer payments is a trend 
thrrut clearly must be reversed. Yet how 
can this be accomplished wi·thout simul
taneously promoting widespread eco
nomic self-sufficiency? 

Similarly, we must reverse the trend 
toward public sector employment. One of 
every six working Americans is currently 
employed at taxpayer expense, and the 
Labor Department reports that during· 
1979 one out of every three new jobs was 
created in the public sector. In 19,60, the 
Federal Government's payroll was less 
than $13 billion; it is now $75 billion. 

Without continued pu!blic spending, we 
C'annot maintain these people in the new 
jobs to which they have been drawn by 
the inflationary spending of the past. We 
find ourselves running faster and faster 
to keep people employed in artificially 
created jobs, and inflation proceeds at 
an ever-accelerating pace. 

This approach stems, in part, from the 
belief in the deliberate stimulation of 
aggregate demand as a means of creat
ing full employment. But to blindly fol
low that appro,ach requires that we 
eleva'te the tax system and Government
stimulated demand to a position higher 
than the Nation's wealth-production 
system, upon which all tax revenues and 
everyone's ultimate standard of living 
depend. It is production that creates in
come and only income that can be taxed 
or spent. 

The expanded ownership concept sug
gests that continued heavy reliance on 
taxation and Government spending is 
not a sound long-term approach to 
maintaining market demand and eco
nomic growth in a private property 
economy. 

Our long-term tax strategy should of
fer incentives for the private sector it
self, as the principal producer of goods 
and services in the economy, to become 
a more direct and efficient distributor of 
tho purchasing power needed to con
sume those goods and services. 

We can begin to move in that direction 
by encouraging companies to finance 
newly formed capital so that it is broadly 
owned, and then encouraging those 
co~panies to make a substantial payout 
of the earnings on that capital in order 
to put purchasing power into consumers' 
hands. 

RESTORING MARKET MECHANISMS 

Market mechanisms reward produc
tivity-the ability to produce a product 
or a service to meet market demand. 
Productivity is, in part, dependent upon 
individual effort. However, and this is 
particularly true of our crucial indus
trial infrastructure, to a great extent 
productivity is dependent on tech
nological advances and efficiencies con
verted to productive capital. 

Since the dawn of the Industrial 
Revolution, our enhanced ability to uti
lize labor-saving technology has en
abled this Nation to gradually shift the 
burden of industrial production off of 
our labor force and onto the Nation's 
capital resources-the machinery, equip
ment, processes, and other advances that 
have been the hallmark of 20th-century 
economic growth. 

If the market system were permitted 
to operate in a totally laissez faire man
ner, the bulk of the national income 
would flow largely to the owners of pro
ductive capital. Those few owners, .how
ever, could consume only a small portion 
of the gross national product. 

Mass production implies mass con
sumption; it is of no use to encourage 
the production of goods people cannot 
buy, and unless the forces of supply and 
demand are roughly in balance, inflation 
or recession will occur. Without widely 
diffused purchasing power, a market sys
tem for allocating resources simply can
not function. 

The socialist solution to maintaining 
purchasing power is to transfer the 
ownership of productive wealth to the 
State and to distribute income on the 
basis of "need." The economist Keynes, 
on the other hand, considered the dis
tribution of wealth to be ''determined by 
tho more or less permanent social struc
ture" and suggested that Government 
use its influence to increase aggregate 
demand through techniques which put 
more purchasing power in the hands of 
consumers. Keynes argued that this 
stimulated demand would call forth 
more production-reducing unemploy
ment--to meet consumer demand. 

Unfortunately, in practice this ap
proach is now a primary fuel of infla
tion, and 'the stimulatory tools utilized 
have tended toward socialism, including, 
for example, the extraordinary growth 
of transfer payments based on "need." 

With the Keynesian approach, the vast 
majority of consumers continue to own 
nothing, outside of their labor, which 
produces income for them. 

In a technologically advanced, capi
tal-dominated economy such as ours, 
that presents a problem. The concept of 
a market economy is based on the prem
ise that each person's outtake from the 
economy is directly related to that per
son's productive input. 

Thus, where capital provides a major 
portion of the economy's productive in
put and capital owners are few, we must 
call on Government to redirect the in
come that would otherwise flow to this 
already income-saturated few. 

The result is a curious anomaly. On 
the one hand, we encourage the "more 
or less permanent social structure" to 
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continue to concentrate the ownership 
of the most productive factor of our 
technology-rich economy: Its capital in
struments. 

On the other hand, we erode property 
rights in that ownership by means that 
redistribute much of the income such 
property generates. 

Rather than take steps to diffuse the 
ownership of productive capital, we in
stead have taken steps to diffuse the in
come it produces. 

Although we protect the bare title to 
productive property, we effectively "so
cialize" much of its substance. 

The socialists suggest that we com
pletely destroy private property--on the 
grounds that private ownership is at the 
heart of the income distribution prob
lem. That argument is roughly analogous 
to blaming the science of bookkeeping for 
bankruptcy. 

When capital owners are few, the pri
vate property conduits of a market econ
omy create vast savings reservoirs for 
the few. If there were many owners, those 
same conduits could begin to broadly 
irrigate the economy with purchasing 
power. 

The solution lies not in destroying the 
institution of private property, but in 
spreading it out. 

By producing the economic pie, we 
necessarily create the problem of how 
it is to be distributed. Redistributive tax
ation is one way to achieve a more equi
table and a more workable distribution, 
but for this purpose it is strictly a hind
sight, remedial approach. And of course 
Government can never return as much as 
it takes, so its costs insure a net loss in 
the transfer. 

This bill suggests a positive approach, 
one that begins to link the concern for 
production with the concern for distribu
tion. It suggests that Federal tax policy 
should provide productivity-oriented, 
supply-side incentives. 

It also suggests, however, that as we 
build the economy's overall power to 
produce, we · should simultaneously pro
vide incentives to systematically build 
the economic power of households to 
consume. 

From the demand side, the idea is to 
encourage a mode of economic distribu
tion that more closely parallels the mode 
of economic production. 

Thus, the market power of potential 
consumers would begin to rise more in 
unison with the productive output of the 
economy. 

Rather than leaving the vast majority 
of American households dependent on 
either wages or welfare for their sub
sistence, this bill suggests that we begin 
to encourage a broader distribution of 
productive input and a fuller payout of 
the earnings generated by that input. 

PRODUCTIVITY AND ECONOMIC OPPORTUNITY 

Our private property approach to eco
nomic matters recognizes the indisputa
ble interplay between economic rights 
and political rights. As Alexander Ham
ilton once observed "a control over a 
man's subsistence amounts to a control 
over his will." 

Thus, protection of the cornerstone of 
liberty-the concept of private prop
erty-was embodied in the Constitution . 

. 

The Founding Fathers recognized that 
individual liberties and a democratic 
form of government cannot long endure 
unless the majority of citizens have a 
high degree of economic independence. 

This forward-looking group also rec
ognized that a private enterprise system 
was the most natural economic struc
ture-a structure that evolved from the 
actions of a free people. It had not been 
forced, it had grown. It had not been 
enforced, it had come on its own. 

If a nation is to be politically free, it 
must structure its social contract to first 
insure economic freedom. Economic free
dom implies the right to participate 
freely in the economy and the right to a 
just return for one's participation. Our 
concern for equality of economic oppor
tunity is closely linked to those ideals. 

The concept of equal economic oppor
tunity recognizes that everyone should 
have an opportunity to effectively par
ticipate in the economy-an opportu
nity to earn a living by making a produc
tive input. Both the Employment Act of 
1946 and the Equal Employment Oppor
tunity Act of 196! include this tacit as
sumption. The premise is sound. 

Thus, these acts direct Congress to 
insure that as many citizens as possible 
have employment opportunities and that 
those opportunities are equally available 
to all. 

The nature of economic opportunity, 
however, should be a function of ho•w 
goods and services are produced. The 
economic opportunity appropriate to the 
largely agrarian 1860's would clearly be 
inappropriate to the post-industrial 
1'98Q-'s. 

Working Americans today are not the 
samo as the American worker of 100 
years ago, or of 50 or even 20 years ago. 
The means of production have changed; 
thus, the nature of economic opportu
nity should also change. 

In a capital-intensive economy such as 
ours, the right to earn a living involves 
more than the right to work and the 
right to a just return for work done. True 
economic opportunity involves the right 
to economically participate by means 
consistent with the existing state of 
technology. 

At our la;bor-saving insistence, Ameri
can engineers, scientists, and managers 
have been remarkably successful at 
destroying the very employment that 
Government, again, at our insistence, 
has been directed to promote. 

Rather than breaking the relationship 
between effort and reward or between in
put and outtake, the expanded owner
ship concept suggests that we recognize 
the increasingly dominant role that 
capital plays in the productive process. 

In our technology-rich, capital
intensive marketplace, job-centered 
measures are inadequate. Our full em
ployment approach to solving the in
come distribution problem simply does 
not reflect the extent to which oroduc
tive capital is now the factor most fully 
employed in producing the basic goods 
and services of a modern economy. 

The expanded ownership approach 
suggP.Sts that what made sense in the 
policy of the Homestead Acts, namely to 
dispose of land in ways that create own-

ership in new people, should be applied 
at every step of the Government's rela
tionship with its people. 

Why not use the public sector to build 
productive capital in reasonable-size 
holdings into the vast majority of Amer
ican households who presently own little 
if any? 

The benefits of Government-stimu
lated economic growth have traditionally 
trickled down through higher wages, ex
pansion in the number of jobs, and the 
availability of increased tax revenues 
to fund expanded social programs. 

That approach has produced strains 
on the economy as the benefits of this 
growth have resulted in the accumula
tion of massive amounts of productive 
capital by a relatively few households 
while the vast majority have been left 
with only a meager net worth. 

Attention must be given to new ways 
to distribute the benefits of this growth 
more widely. Despite all the fine populist 
oratory and good intentions of great men 
like Franklin Delano Roosevelt, Harry 
Truman, Dwight Eisenhower, John Ken
nedy, and Lyndon Johnson, the distribu
tion of wealth among Americans, in rela
tive terms, is about the same today as it 
was when Herbert Hoover succeeded 
Calvin Coolidge. 

The already-rich of this Nation should 
warmly welcome this new dimension to 
capitalism. Expanded ownership financ
ing techniques are designed to avoid the 
redistribution of ownership of existing 
capital for the simple reason that we 
cannot build a broadly based private 
property economy on the expropriation 
of an<·one's private property. 

The goal is not to redistribute already
owned wealth but to redistribute the op
portunity to own wealth not yet created. 
The aim is to strengthen, not to further 
erode, the rip-hts of private property 
ownership, and certainly we would not 
need to tax the rich nearly so hard if we 
worked harder at making mort> people 
rich. 

Friedrich A. Havek, the Nobel prize
winning economist. summarized the 
predicament facing those wh'J most bene
fit from our pinnacle pattern of capital 
ownership in his the Constitution of 
Liberty: 

It is also true that the less possible it be
comes for a man to acquire a new fortune, 
the more must the existing fortunes appear 
as privileges for which there ts no justifica
tion .... A system based on private prop
erty and control of the means of production 
presupposes that such property and control 
can be acquired hy any successful man. I! 
this is made imnossible, even the men who 
otherwise would have become the most 
eminent capitalists of the new generation are 
bound to become the enemies of the estab
lished rich. 

This biJl suggests that we pledge our
selves to raisin~; thP quality of economic 
opportunity. The American people need 
and deserve a chance to own a stake in 
an economy of their own making. It is 
time to acknowl~dge the role of the in
dividual in our capital-intensive economy 
and provide working Americans with ac
ce~s to ownership of the productive cap
ital with which thev work. 

We should broaden access to the own
ership of produ~tive property, property 
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that can preserve indi~id~a~ political 
rights by strengthening mdiVld~a~ eco
nomic rights. Expanded ownershiP Is we_ll 
sui ted to pro vi de a strong economiC 
foundation to support the structure of 
our political economy. 

LINKING EQUITY AND EFFICIENCY 

Reliance on full employment as the sole 
method for solving the Nation's. income 
distribution problem is not workmg. Ex
panded ownership provides a way to be
gin to more closely match pay to pro-
duttivity. " 

1 conceptually, consider the word . sa-
ary" versus the word "'compensation." 
Salary comes from the Latin for "salt." 
we find it in the Book of Genesis, "by the 
salt of thy brow." . . 

Here lies the origin of the work ethic. 
You may recall that the Roman l~gions 
were paid a salt allowance for their ex
ertions on behalf of the Republic, and 
everyone knows what it means when .a 
workman is described as "not worth his 
salt." . 

Compensation, on the other hand, 1s 
from the Greek for "a balancing of ac
counts." It reflects the quid pro quo of a 
market economy. 

In a sense the work ethic is not a sweat 
ethic or a toil ethic, or even a job ethic
it is really more of an eX'Change ethic or 
a bookkeeping P.thic. It has to do with 
keeping the scale h1 balance. 

The very idea of someone having pur
chasing power implies a matching 
amount of productive power. And to the 
extent that purchasing power is not 
backed by the power to produce, we have 
inflation. 

Thus, the expanded owncrshtp wP
proa;ch is very much concerned with 
what is now termed "supply-side" 
economics. The long~term economic goal 
is to create mechanisms to supplement 
full employment, mechanisms with 
which income can be distributed more 
clearly on the basis of productive input. 
The idea is to restore that sense of bal
ance, that sense of "compensatlon" to 
the marketplace, and to begin to bring 
our outtake system more "in synch" with 
the realities of our input system. 

As we begin to move in th;s d;rection, 
the economy should find itself better 
equipped to operate on the basis of 
market-directed, self-sustaining eco
nomic flows. Under our present system, 
pay is badly outpacing productivity. And, 
because the upward drift of income is 
not accompanied by a real growth in 
output, income gains are, of course, 
largely illusory. 

Nevertheless, this inflationary bias is 
understandable as most Americans are 
left in the untenable position of having 
only their increasingly depreciated labor 
as the capital with which they pro
vide input into--and derive income 
from-the economy. 

What is needed is a trade-off suf
flciently attractive and valuable to alter 
this inflationary bias. The trade-off that 
this bill suggests is an opportunity, over 
a reasonable working lifetime, to acquire 
a significant capital estate. 

With a widespread program of ex
panded ownership, we could begin to 
break this self-defeating, inflationary 

cycle by beginning to link a growing 
number of American households to the 
economic growth represented by newly 
created capital, the new capital whose 
creation our tax system is now being 
amended to encourage. 

The tax system is a key to linking 
equity and efficiency. As currently struc
tured, that system not only aggravates 
the trends toward concentrated owner
ship and governmental redistribution, 
in the process it also jams the market's 
pricing system and its ability to allo
cate resources in the most productive, 
market-responsive fashion. 

We must begin to strike a better bal
ance between the energy and efficiency 
of the market and the equity, compas
sion, and equality of democracy. 

Capitalism's market mechanisms of 
incentive and reward have brought more 
and better goods and services to more 
people here and throughout the ·world 
than any other system in history. 

Yet those mechanisms are not inde
structible. If they are to be preserved, 
we need an institutional framework that 
operates in their support. 

That support lies in the direction of a 
more democratic form of private prop
erty capitalism. 
CREATING A WELCOME CONTEXT FOR TECHNOLOGY 

Expanded ownership is a type of cor
porate responsibility that is consistent 
with the goals of American business. 
Capitalism is based on production for 
profit, not for employment; corporations 
value their earnings, not the jobs they 
create. 

The concern is for the rational, effi
cient production of goods and services, 
generally with little thought given to 
just how consumers are to get the pur
chasing power to buy those goods and 
services. 

The need for economy and effictency 
is indisputable. Indeed, business holds a 
franchise from the American public in 
large part because we believe that we 
can best achieve our economic goals by 
relying on private initiatives. 

However, if we are to create a self
sustaining economic system, and one in 
which Government plays only a minor 
role, as American business suggests it 
should, then American business must 
itself begin to play a greater role in solv
ing the income distribution problem. 

This w!ll become increasingly impor
tant as the private sector takes advan
tage of supply-side tax incentives to ap
ply the latest advances in technology. 
One of the market's greatest strengths 
is its ability to stimulate and harness 
new technologies and resources, and to 
direct innovation into socially desirable 
directions. 

The historically demonstrated power 
of market incentives to influence the 
pace and direction of technological 
change warrants every effort to retain 
such incenti.ves as part of our economic 
and tax policy. 

However, while these technological 
changes on balance create gains in the 
form of higher living standards, almost 
every one of them causes a loss of in
come to some firms and individuals. 

Practically every new product replaces 

an old one and every new process makes 
someone's skills obsolete. This situation 
will become increasingly troublesome as 
the funds generated by supply-side tax 
incentives are used to acquire the best 
that new labor-saving technology has to 
offer. 

The increasing application of micro
electronics provides several sobering ex
amples of why "full employment" may 
become decreasingly effective as a meth
od for solving our income distribution 
problem. 

In Nissan's Zama plant near Tokyo, 
for example, 96 percent of the welding 
is now done by industrial robots. Accord
ing to Worldwatch Institute, between 
1972 and 1976, 7 Japanese television 
manufacturers reduced their combined 
work force from 48,000 to 25,000 while 
increasing production by 25 percent. 

General Electric spent $5 million in 
1980 for 47 robots, and plans to acquire 
1,000 over the next 10 years. Why? The 
outlay for 1980 will save $2.6 million a 
year in labor costs; not surprisingly, the 
company expects to replace half of its 
37.000 assembly workers with robots. 

With the advent of microelectronics, 
the "jobless growth" already apparent in 
agriculture, which now employs only 3.2 
percent of the U.S. work force, is spread
ing beyond manufacturing and into the 
economy's tertiary sector-finance, in
surance, government, services, etcetera. 

According to Department of Labor 
statistics, from 1960 to 1980 the service 
sector accounted for more than 85 per
cent of new jobs. It is in the service sec
tor however, that most experts are pre
dicting the chief impact of this new 
technology will be felt. 

Moreover, it is those with low-level 
clerical and analytical skills who will be 
most affected, particularly women and 
minorities. 

As a nation, the American people have 
greatly benefited from the remarkable 
labor-saving advances of the past cen
tury. 

As individuals, however, they have not 
fared as well. Due to the way in which 
those advances were financed, they con
tinue to find themselves left with only 
their labor as stock in trade. 

Thus, each round of new investment 
further threatens their power to earn a 
living. Instead of being part owners of 
the capitalist process, they are forced to 
fight against it. 

If this badly needed new technology 
is to have a welcome context for its use, 
we must begin to strike a new balance 
between social and economic objectives. 
Our present supply-side, investment
based strategy can make the American 
economy more successful-more growth
oriented and less redistribution-ori
ented. However, unless the benefits of 
this new growth are widely shared, for 
example, through a combination of em
ployee stock ownership and job sharing, 
we may find ourselves 10 to 20 years 
hence with a population even more in 
need of governmental transfer pay-
ments. · 

Speaking to the Young Americans for 
Freedom in July 1974, Ronald Reagan 
illustrated this point with the following 
story: 
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Some years ago e. top Ford official was 

showing the late Walter Reuther through 
the very automated plant in Cleveland, 
Ohio, ,and he said to him jokingly, "Walter, 
you'll have e. hard time collecting union 
dues from these machines," and Walter said, 
"You are going to have more trouble trying 
to sell automobiles to them." Both of them 
let it stop right there. There was a very 
logical answer to that, the logical answer 
was that the owners of the machines could 
buy automobiles and if you inc:rease the 
number of owners you increase the number 
of consumers. 

How efficiently our free enterprise sys
tem works in solving our income distri
bution problem is partly a function of 
how well our structure of property laws 
matches the underlying technological 
and economic realities. If those realities 
change and our property arrangements 
do not keep pace, a conflict is inevitable. 

OWNERSHIP AND THE ACCESS TO CREDIT 

A principal objection to private prop
erty is that not enough people own some 
of it. That has been a primary criticism 
of American cap,italism throughout 
history. 

Unfortunately, in many parts of the 
world capitalism is portrayed simply as 
an economic system in which a nation's 
productive wealth is concentrated in the 
hands of a privileged few. 

It is a remarkably shortsighted strat
egy for us to expect other nations to 
move in the direction of a private enter
prise economy when we ourselves have 
failed to set the U.S. economy on a sure 
path toward expanded capital ownership. 

With an effective policy of expanded 
ownership, we could strike at that aspect 
of American capitalism most subject to 
criticism: Our crippling legacy of con
centrated ownership. 

We would be making good on our 
promise of a better life for our people 
and challenging other nations to do like
wise. and lesser developed nations would 
be encouraged to move our way rather 
than follow the socialist path. 

Capital ownership is most emphatically 
a social opportunity; indeed, a socially
created opportunity. It is the institutions 
of society that determine who will be the 
owners of productive capital that has yet 
to be created. Capital ownership, how
ever, is an opportunity historically re
served for a relative few. That is due to 
the simple fact that new wealth is largely 
a function of existing wealth. The cur
rent structure of our financial institu
tions insures that the rich will, in fact, 
continue to get richer. 

For the most part, people cannot af
ford capital ownership. Most working 
Americans owe rather than own; they 
accumulate debts rather than wealth. 

Daily economic survival, not savings 
and investment, is their main concern; 
and the less our technologically
advanced econo:ny needs their labor, the 
less able they are to save their way to 
capital ownership. Inflation, of course, 
further penalizes their thrift. 

The financial logic used by business in 
borrowing to invest in productive assets 
that will pay for themselves is not today 
available to the enormous number of 
Americans born without capital. 

Instead, they are encouraged to save 
their way to capital ownership. Thrift, 

not credit, is the financial opportunity 
provided. 

If we are to break this monopoly of 
participation in the ownership of pro
ductive assets, we must first resolve the 
financial Catch-22 that requires accu
mulated savings as a condition of capi
tal ownership. The expanded ownership 
idea suggests that we approach this di
lemma by broadening access to the fi
nancial logic of self-liquidating corpo
rate debt. 

The very purpose of corporate debt is 
to enable a business to acquire produc
tive assets before it has saved the funds 
to pay for them. 

Instead, the acquisition is made on 
terms where the newly acquired as
sets will, within a reasonable period of 
time, pay for themselves out of the earn
ings they generate. 

Widespread access to this type of 
credit must be distinguished from the 
widespread access to consumer credit. 
Consumer credit produces no market
able wealth; rather it is simply an ad
vance against future purchasing power. 

Although originally developed to nar
row the purchasing power gap, in the 
long run it only widens it; the end re
sult is to mortgage future purchasing 
power, not to increase it. 

In 1960, consumer credit outstanding 
in the United States totaled $65 billion; 
today it is approximately $310 billion. 
Consumer credit involves the financing 
of inherently nonfinanceable articles, 
articles that generate no income with 
which to repav the debt incurred. 

Consumer financing has become so 
soph'sticated that a consumer can now 
spend his or her income for many years 
into the future in order to purchase to
day articles which throw off no market
able wealth. 

Expanded ownershtp or ESOP-type fi
nancing is of a different kind. It is pro
ducer credit-credit for the acouisition 
of productive assets rather than for con
sumer art:cles. 

It involves access to credit for the fi
nancing of assets which are calculated 
to generate earnings with wh;.ch to re
pay the debt incurred over a reasonable 
period of ttme, and which can then go 
on to generate purchasing power for 
their owners, the~r productiveness pre
served by reserves set aside for depre
ciat:on. 

This approach is intended to place 
thrift in a new and more workatle con
text. Capital ownership is still attained 
by the individual through his sav1ngs
his investment in lieu of consumption. 
Only now the income generated by 
newly acfl.uired productive capital is 
saved and applied to repay the debt 
incurred 

Tf we continue to rely solely on tra
ditional techniques of finance, those 
techniques will con1tinue to allocate pro
ductive credlt primarily to the already
rich. With that rupproaoh, the c.oncen
trruted ownership of newly-created capi
tal is virtually assured; and the rich
get-richer legacy of capi1talism will con
tinue unabated. 

That would show a great faUure of 
foresight on our part, because not only 
will we continue to have an unworkable 

form of capitalism here in the United 
St·ates, we will also have a form of capi
taL.sm unSU!'Gable ror 1mltatwn abroad. 

We need a working model of what we 
would advocate for other nations. We 
need to be able to show people all over 
the world how our increasing prosperity 
spreads out and reaches Americans in all 
walks of life. 

Unless we have sur.h a model, other 
nations will continue to see the social
ist model as a more aittractive alterna
tive. 

A program of expanded ownership 
offers us a form of capltallsm that is 
more supportive of our private property 
system, and a system of finance that 
operates in support of a more democratic 
form of capi'talism. 

THE FUTURE OF FREE ENTERPRISE 

Free enterprise capitalism is at a 
CTossroads. There a;ppear t;o be three po
litical/economic roads from which we 
can ehoose: State ownership, concen
trated ownership, or expanded owner
ship. 

The first course would have us join 
much of the rest of •the world and na
tionalize ownership of the Nation's pro
ductive assets. History has shown us the 
perllous direction in which that path 
leads. 

Or we can take ·the second course and 
further increase 'the already intensely
concentrated ownership of producUve 
capital in the United States. Non-action 
is a vote in favor of this second course. 
Or we could choose the third course, es
tablishing policies and programs to 
broadly diffuse capi·tal ownership so that 
many individuals, particularly produc
tive, working Americrans, can participate 
as owners of America's productive 
wealth. 

On clos·er examination, it becomes 
clear that instead of three roads there 
really are but two. The first •two are re
markably similar over time if, of neces
sity, Government must step in t ·o redis
tribute ·the inr•ome produced under a 
system of concentrated ownership. 

Thus, the second road is almos't as 
perilous as the first as Government's re
distributive efforts must grow ever larger 
as technology continues to eliminate jobs 
and Government efforts ·ru-e ever more 
needed to kep incomes flowing to 'the con
suming public. 

The path th3it expanded ownership 
takes faces in exactly the opposite direc
t ion from that taken by those who favor 
State ownership. Expanded ownership 
seeks to steadily increase the number of 
capitalists instead of preventing anyone 
from being a capi,talist by making the 
StJate the only capitalist. 

In a democratic nation in which only 
a few people are citizens, the solution is 
not to destroy citizenship but to make i·t 
possible for all to become citizens. Simi
larly, in an indus•trialized nation in 
which only a few people are owners of 
capital, the solution is not to. destr~y 
private ownership but to make 1t possl
ble for all to become owners of some of 
it. 

As Ron'ald Reagan explained in Feb-
ruary 1975: 

capitalism hasn't used the best tool of 
all in its struggle a.ga.lnst socia.Usm-end 
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tha.t's ca-p1ta11sm itself .... COuld there be 
a better answer to the stupldl·ty of Ka-rl 
Marx 1Jhan millions of workers lnd,lvldually 
sharing in the ownership of the means of 
production. 

Let us not repeat the mistake we have 
made 'S'O ·often in the past. This time as 
we move to solve the problem of capital 
creation let us make certain that we cre
ate more C'apitalists as well. 

WHOSE REINDUSTRIALIZATION? 

The growing interest in expanded 
ownership is reflected in a recelllt public 
opinion poll and in the rising level of 
both Federal and Stlate interest in em
ployee ownership. For example, two out 
of three Americans surveyed by Peter 
Hart Research Associates in 197'5 said 
they would prefer to work for an em-

. ployee-owned company if given the 
choice. 

Federal assistance to ESOP companies 
over the past 7 years has included loans 
and loan guarantees from a variety of 
Federal agencies, including the Eco
nomic Development Administration, the 
Farmers Home Administration, and the 
Department of Housing and Urban De
velopment. In addition, as part of the 
trade adjustment relief provided under 
the Trade Act of 1974, ESOP companies 
are granted preferred status for Federal 
loan guarantees. More recently, the 
Smal'l Business Development Act of 1980 
included for the first time specific lan
guage encouraging the Small Business 
Administration to provide finJancing for 
ESOP companies and for employee orga
nizations seeking to acquire an ownership 
interest in their employer. ESOPs were 
also made s. condi·t1on orf Federai flnan
cial assistance to the Chrysler Corp., 
Conrail and others. 

The Revenue Act of 1978 encouraged 
expanded ownershiP with an experimen
tal program called the General Stock 
Ownership Corporation <or GSOC). 
That act provides that any State may, 
by statewide referendum or by action of 
the legislature, charter a private coroo
ration for the benefit of residents of the 
State. Such a corporation may elect to 
operate on a tax-exempt basis. As· a con
dition of such tax-exempt status, every 
resident of the State as of a date specified 
in the charter <unless he or she declines) 
must receive one share. Shares generally 
cannot be transferred for 5 years and 
cannot be transferred to nonresidents. 
Also, an individual may not acquire 
more than nine shares by purchase. In 
addition, the corporation is required to 
pay out 90 percent of its earnings on a 
current basis. -

The GSOC is intended as an experi
ment under which States can provide 
their citizens with an ownershiP stake in 
the private enterprise svstem. This 
should lead to ·a better understanding of 
the system and mav encourage individ
uals to invest in other business enter
prises. Also, in the case of individuals 
now receiving various forms of transfer 
payments, the receipt of dividend income 
from a GSOC would, to some extent, re
duce the need for such payments. 

The ~tate of Alaska (who.c;e Sen3tor 
Mike Gravel sponsored this legislation> 
considered the GSOC; however, no State 

has yet chartered such a venture. In or
der to permit such experimi:!ntation on a 
less unwieldy scale <that is, less than a 
statewide basis), perhaps we should con
sider legislation permitting the estab
lishment of GSOC's on a smaller scale 
<for example, for municipalities, utility 
districts, etcetera). 

State interest in ESOPs is steadily in
creasing. Maryland, Michigan, Min
nesota, and New Jersey now have laws 
favorable to ESOP financing. Maryland's 
Broadened Ownership Act, for example, 
establishes support for ESOPs as official 
State economic policy, and requires sev
eral State agencies to report annually on 
their progress in implementing the pol
icy. Since 1974, Minnesota has had sev
eral ESOP-related tax incentives on its 
books. Similar ESOP legislation was re
cently introduced in Delaware, Massa
chusetts, and Virginia. In addition, leg
islation is being prepared for introduc
tion in California and Ohio. 

Financial and othi:lr assistance has also 
been provided for ESOP buyouts by Cali
fornia, Georgia, Indiana, Iowa, Maine, 
New Jersey, New York, and Pennsyl
vania. The Conference of Alternative 
State and Local Policies is· currently pre
paring a handbook for State legislators 
on the ESOP and how to design legis-
lation to promote expanded ownership. 

This increased use of ESOPs for de
velopment financing reflects a return to 
incentive economics. The coupling of de
velopment programs with employee own
ership programs results in a more pro
duction-oriented work force. In these 
economically troubled times, we must 
insure that scarce economic develop
ment dollars are invested so as to get 
the most "bang for the buck." ESOPs 
are a healthy step in that direction. In 
addition to insuring that the benefits of 
development financing are more widely 
dispersed than through traditional 
means, the ESOP also helps to create 
the circumstances in which assisted 
companies are more likely to survive. 

In terms of motivation, the merit of 
an ESOP-targeted economic develou
ment policy can be easily summarized: 
Ownership counts. It summons up a 
common determination to succeed. It 
creates a climate wherein a unitv of 
interest and incentive can emerge. If a 
company succeeds, its success is widely 
shared, and its eventual success or fail
ure is placed in the hands of those upon 
whom its success or failure will largely 
depend. 

In recent years, the use of ESOP, fi
nancing with Federal or State assistance 
has been limited largely to cases of cor
porate divestitures or plant shutdowns. 
Thus far, such financing has been uti
lized primarily to save jobs and business 
activity in communities that would 
otherwise lose them, or for preventing 
independent or potentially independent 
businesses from being acquired by other 
corporations <and possibly moved or 
shut down> . Thus, the success of these 
e~1~loyee-owned companies is all the 
more remarkable because they often face 
initial financial difficulties and a dis· 
ruption of marketing patterns. 

At first blush, it would seem that a 
company that could not survive as a 

subsidiary of an existing corporation 
could not survive as an independent, 
employee-owned firm. However, this is 
often not the case. For example, a parent 
cor,~:oration may set a certain target 
rate of return that it expects from its 
subsidiaries. If they fail to generate that 
return, they are closed or sold. Em
ployees-owners, on the other hand, may 
well be satisfied with a lower, but still 
profitable rate of return, particularly 
since their jobs are at stake. 

In other cases, a parent corporation 
may decide that a subsidiary simply no 
longer fits into its plans, or that it needs 
the cash that would result from a sale. 
Also, a parent corporation may misman
age a subsidiary, or saddle it with bur
densome overhead costs. Moreover, even 
a subsidiary that is well run may be bet
ter run with employee ownership for the 
simple reason that its new owners may 
well work smarter than before. 

Professor William Whyte, who is head
ing a research project on employee own
ership at the Cornell University School 
of Industrial and Labor Relations, cites 
these reasons and others as the explana
tion for the fact that, to the knowledge 
of researchers in the field, all of the 50-
plus companies which have had employee 
takeovers in the 1970's are still in opera
tion, and many have been turned from 
money losers into profitable operations. 

Given what many economists see as 
the over acquisition of the 1960's and 
1970's, many opportunities for employee 
ownership may present themselves in the 
years ahead. For employees and commu
nities where conglomerates have erred, 
ESOP buyouts may present the most 
workable solution to an otherwise diffi
cult situation. 

This does not mean that whenever a 
plant is closing or relocating that an 
ESOP buyout is the best alternative. Ec
onomic feasibility is always an issue. 
However, if there is a reasonably good 
chance that the company could succeed 
as an emPloyee-owned firm, economic 
development assistance to preserve 
the jobs may be far less expensive than 
the alternatives <that is, unemploy
ment compensation and possibly food 
stamps, welfare, public works employ
ment, CETA mQiley, and so forth). 

As we design programs to "reindus
trialize" and otherwise revitalize Amer
ica, we should keep in mind the impor
tant role that employee ownership can 
play in that process. Expanded ownership 
need not, of course, be limited to the 
employment relationship. Public utilities, 
for example, could be encouraged to fi
nance their capital growth in such a 
way as to spread ownership among both 
the employees providing the service and 
the consumers being served. 

ExPanded ownership provides a 
healthy new dimension to the reindus
trialization process. It enables those af
fected to examine the issue in a different 
frame of reference, one in which the 
effect on them becomes much more real, 
and one in which they can realize how 
important their productive efforts are to 
that process. 

WHOSE PRODUCTIVrrY? 

Much has been written about the sad 
state of American productivity. Among 
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our western industrial competitors, we 
lag behind all but economically belea
guered Great Britain in our record of 
stagnated economic growth. 

Output per man-hour for our nonfarm 
business sector was off 0.6 percent in 
1980, marking the third consecutive year 
of decline. Reversing that decline re
quires new capital formation. However, 
from 1974 to 1979, capital outlays per 
worker in the United States declined by 
0.1 percent compared with a 2.9-percent 
average annual increase over the previ
ous 25 years. In effect, we are asking the 
American worker to do tomorrow's job 
with yesterday's tools. Not surprisingly, 
productivity suffers, our ability to com
pete internationally deteriorates, and the 
value of the dollar declines. 

Reversing this trend will . require 
broad-based support for productivity
oriented tax and economic policies. Sev
eral years ago, Louis Harris conducted a 
nationwide poll for the National Com
mission on Productivity of the attitudes 
toward productivity among 1,578 Ameri
can families. The key finding showed 
that over 70 percent of hourly wage earn
ers felt that management and stockhold
ers benefited a great deal from increased 
productivity, while less than 20 percent 
felt that wage earners themselves 
benefited. 

Although increased productivity has a 
generally positive ring to it, for the aver
age hourly worker increased productivity 
suggests that the company will benefit at 
his expense; for example, through speed 
up or through job insecurity due to auto
mation. It will be difficult to create a 
climate conducive to productivity gains 
unless employees are rewarded and not 
penalized for increased productivity. The 
inference is clear: when employees them
selves become stockholders, their atti
tudes toward productivity will change. 

This commonsense inference gains 
support from a 1977 survey of 180 ESOP 
companies conducted by five MBA can
didates at UCLA. These students found 
that improved employee motivation was 
the most commonly cited benefit of es
tablishing an ESOP. In a related finding, 
a 1977 report on employee-owned com
panies by the Survey Research Center at 
the University of Michigan (sponsored 
by the Economic Development Adminis
tration of the U.S. Department of Com
merce) found that companies with a 
substantial degree of employee owner
ship are more profitable than comparable 
conventionally owned firms. They also 
found that the more equity the employ
ees own, the more profitable the com
pany. In that same report, managers 
reported a noticeable improvement in 
work attitudes and a positive effect on 
productivity. 

A 1980 survey of 229 ESOP companies 
by the Journal of Corporation Law at the 
University of Iowa School of Law found 
that the productivity of ESOP companies 
is higher than the national productivity 
average. Similarly, a study of employee
owned plywood cooperatives in the Pa
cific Northwest found that their average 
output exceeded industry productivity 
levels by more than 30 percent. In fact, 
when the Internal Revenue Service chal-

lenged a number of cooperatives for pay
ing wages higher than the industry aver
age and sought to tax the excess as divi
dend income, the cooperatives were able 
to justify their higher wages by showing 
that they were 25 to 60 percent more 
productive than the plyWood industry 
average. 

Similar results are reflected in a 1979 
study of 72 ESOP companies sponsored 
by the ESOP Association of America. The 
typical ESOP company studied had been 
in business for 24 years and had estab
lished its ESOP 3 years prior to the study. 
Over the 3 years, an average of 7 percent 
of the stock of the company was trans
ferred to the ESOP each year; at the time 
of the survey, the typical ESOP held 20.6 
percent of the company stock. During 
those 3 years with an ESOP, annual sales 
per employee increased an average of 25 
percent, total annual sales rose an aver
age of 72 percent, and annual profits 
were up an average 157 percent. In addi
tion, the results showed a close correla
tion between ESOPs and the growth in 
both employment and tax revenue, the 
study finding an average 37-percent jump 
in total jobs per company and an average 
150-percent increase in company-paid 
taxes. 

On the basis of this preliminary re
search, a reasonable conclusion can be 
drawn that worker-owned companies are 
capable of higher productivity than 
similarly situated, conventionally owned 
companies. Thus, as the 97th Congress 
turns its legislative attention to produc
tivity-oriented economic solutions, we 
should remember the close correlation 
between productivity and ownership. Just 
as the company with employee ownership 
will have an advantage over a conven
tionally owned competitor, so, too, should 
the U.S. economy enjoy a competitive 
advantage with a national policy of ex
panded capital ownership. 

TAPPING OUR POTENTIAL 

Amid the reports of declining Ameri
can productivity is a recurrent theme of 
employee discontent, of an unmotivated 
and uncommitted work force. Most dis
turbingly, this seems most prevalent 
among the young. What type of eco
nomic policy is best designed to tap the 
abilities and skills of this increasingly 
well-educated work force? 

How can we realistically expect to tap 
their interest, their enthusiasm and their 
commitment when what is being offered 
as an opportunity is not the chance to 
own but the chance to work for those who 
own? Or, worse yet, the chance to be em
ployed at a make-work job that results 
in a rising tax burden for others? WhY 
should they support a system of which 
they are not a part? And, most disturb
ingly, of which they are not likely to be
come a part? 

A widespread program of expanded 
ownership is well designed to tap the 
Nation's reserve of human energies, re
sources, and commitment. Commitment 
is dependent upon a sense of participa
tion; however, we have thus far largely 
limited that participation to jobs alone. 
Expanded ownership would provide an 
opportunity for commitment by provid-

ing an opportunity to participate in own- . 
ership of the Nation's future capital 
growth. 

All too often, Federal programs per
petuate people's dependency, poverty, 
and powerlessness. Many of our Fed
eral jobs creation programs, for example, 
are meaningless except as a necessary 
source of income. As Ray Marshall, for
mer Secretary of Labor, once observed: 

There is no more complete rejection of a. 
human being than to give them a. job you 
know and they know is useless. 

A life without work is a poor life in
deed. But when that work is useless, 
pointless and a dead end, then that is 
truly a life of poverty. It has little mean
ing, vitality or challenge. 

Living in decency and dignity is im
possible without a stable source of in
come. Yet it is clear that there is more to 
life than material well-being. Who would 
claim that the wholly wage-dependent 
family enjoys the dignity, the security, 
the range of choice, and the autonomy 
<not to mention the leisure and the free
dom) of the family even partially sup
ported by capital ownership? 

We need to rejuvenate ownership's dY
ing spirit. We need to return a sense of 
community, a sense of commitment and 
a sense of dignity to the American work
place. What better way to do all of these 
things than to provide working Ameri
cans with access to ownership of the 
companies for which they work? 

This ownership issue goes to the very 
heart of just what sort of economic sys
tem we mean to have in the United 
States, and just what sort of Nation we 
intend to leave for succeeding genera
tions of Americans. If these provisions 
can be enacted, then this Congress will 
have outpaced all others in advancing 
the cause of democratic capitalism. It 
will not be the end, but it will be one of 
the essential areas of movement that 
must be achieved for our economic sys
tem to realize its potential. 

A LEGISLATIVE PROGRAM OF EXPANDED 
OWNERSHIP 

One area in which Congress can begin 
to make inroads on expanded ownership 
is in the design and availability of the 
investment tax credit. 

The investment tax credit has been an 
on-again, off-again stimulus to capital 
investment since its introduction in 1962 
during President Kennedy's administra
tion. In the Tax Reduction Act of 1975, 
the standard investment tax credit was 
raised from 7 percent to 10 percent. In 
addition, that act permitted corporations 
to claim an additional 1 percent <an 
eleventh percent) credit provided the 
company used its tax savings to invest 
in company stock for its employees 
through a specially-defined type of 
ESOP. These plans were quickly dubbed 
Tax Reduction Act Stock Ownership 
Plans <TRASOP's) ; the Internal Rev
enue Code now refers to this type of plan 
as the tax credit employee stock owner
ship plan or the tax credit ESOP. 

Initially, these plans did not prove 
very popular, primarily because the ad
ditional 1 percent credit was available 
for only 2 years. Then, in 1976, Congress 
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approved legislation extending the period 
during which the ESOP credit could be 
claimed. In addition, the Senate ap
proved expansion of the ESOP credit to 
a full 2 percent. In conference, however, 
that was scaled back to the original 1 
percent, plus the availability of an ad
ditional one-half percent credit to the 
extent employees contributed a match
ing amount of cash. 

A primary objection to expansion of 
the ESOP credit to a full 2 percent was 
that the tax incentive is primarily used 
to buy stock for employees of ca,pital
intensive companies. For labor-intensive 
companies, the ESOP credit generally 
is not large enough to be worthwhile. 
This continues to be an unfair discrim
ination. 

This bill addresses that objection by 
providing a tax incentive to both the 
capital-intensive and the labor-intensive 
corporation. This legislation would grant 
a company the option, on an annual 
basis, of claiming either the investment
based ESOP credit of current law or an 
ESOP credit of up to 1 percent of the 
payroll of employees covered by the plan. 

This alternative approach will make 
such plans equally attractive to those 
corporations whose primary investment 
is in the employment of machinery and 
equipment and those whose primary in
vestment is in people. In addition, this 
alternative should make the tax credit 
ESOP particularly attractive to small 
businesses. This bill would also make 
these ootions a permanent part of the 
Internal Revenue Code. Current incen
tives are scheduled to expire December 
31, 1983. 

There are really two types of invest
ment tax credit now in the Internal 
Revenue Code. The ftrst is the standard 
type of investment tax credit which, in 
the interest of stimulating investment, 
makes the already rich richer still. The 
second is the ESOP investment tax 
credit. Both of these provisions help to 
stimulate capital formation: however, 
the long-term benefits of the first, repre
senting a tax expenditure of $16.4 bil
lion for fiscal 1981, fiow largely to those 
few Americans who own the bulk of the 
Nation's productive capital. 

The standard investment tax credit 
helps to stimulate new capital formation; 
however, it also operates to further con
centrate ownership of that newly formed 
capital in existing shareholders. In a 
sense, the investment tax credit is a gift 
from the Ameri~an taxnayer to alreadv
existing shareholders-in the interest of 
promoting full employment. Perhaps it 
is time for Congress to reevaluate the 
nature of this type of investment stimu
lus, and to consider linking a larger por
tion of this tax incentive to expanded 
ownership. 

ESOP FINANCING 

A more widely used type of ESOP is 
the ESOP used more directly as a tech
nique of corporate finance. Throu~h the 
use of a tax-exempt trust, F.SOP financ
ing offers sponsor corporations certain 
tax incentives and cost reductions not 
available under traditional methods of 
finance. The ESOP also enables employ
ees to acquire ownership of productive 
capital in a tax-free manner during their 

employment while incurring tax only on 
their ownership incomes-received in 
the form of dividends-and on their 
stock when removed from their ESOP 
trust accounts. 

The ESOP traces its origins to the 
Revenue Act of 1921 which first granted 
tax-favored status to stock bonus and 
profit-sharing plans as a method for 
U.S. corrnpanies to attract and retain 
qualified employees. It is worth noting 
that it was not until 5 years later that 
Congress granted similar tax-exempt 
status to pension plans. Although the 
ESOP has many of the same legal char
acteristics as more traditional defined 
benefit-type pension plans, the ESOP's 
primary purpose is not a retirement 
vehicle but, rather, as a means by which 
employees can earn an ownership stake 
in the company for which they work. 

The ESOP is not simply another 
means for encouraging retirement sav
ings. Instead, what Congress created 
with the ESOP is a socially-improved 
technique of corporate finance that also 
serves as a new type of employee benefit. 
Thus, as a tax-qualified plan for pro
viding employee benefits (in the form 
of employer stock), an ESOP must meet 
many of the basic requirements of the 
Employee Retirement Income Security 
Act of 1974 (for example, nondiscrimina
tory participation, vesting within a rea
sonable period, reporting and disclosure, 
and so forth) . 

The term "technique of corporate 
finance" refers to the "leveraged ESOP," 
an ESOP that uses borrowed funds to 
purchase employer stock, with the em
ployer (or a related party) guaranteeing 
repayment of the loan. In 1953 revenue 
ruling, the Internal Revenue Service 
sanctioned this type of leveraging by a 
stock bonus plan, thus laying the legal 
groundwork for the leveraged ESOP. 
The employer's guarantee is the element 
that puts the logic of corporate ftnance 
to work for a company's employees. 

The first known use of ESOP financ
ing, pioneered by Louis Kelso, involved 
an employee buy out of a chain of Cali
fornia newspapers that was threatened 
with a takeover by a major chain in 1956. 
But only in the last few years has the 
business world at large become aware 
of this innovation. 

Suppose, for example, that Corpora
tion X wants to build a new plant cost
ing $10 million. With traditional debt 
financing, the company would borrow 
the $10 million, provide adequate guar
antee of repayment to satisfy the lender, 
use the borrowed funds to build the 
plant, and then apply the profits from 
the new plant to repay the loan. 

The ESOP adds a third element to this 
transaction-an ESOP trust. The trust 
borrows the money; however, the cor
poration guarantees that it will make 
periodic payments to the ESOP trust 
sufficient to amortize the loan. The trust 
then uses the borrowed funds to acquire 
newly-issued employer stock, and the 
corporation uses the funds to build the 
new plant. As the new plant generates 
profits, Corporatjon X mak'es pavments 
to the trust which are used to repay its 
obligation to the lender. 

The payment schedule from the com-

pany to the ESOP trust may differ very 
little from the payment schedule that 
would have existed with the lender un
der conventional debt financing. Also, 
the corporate obligation is generally the 
same whether or not ESOP financing is 
used. There is one significant differ
ence, however. With conventional debt 
financing, interest payments are deducti
ble for tax purposes whereas amounts 
attributable to repayment of principal 
are not. Employer contributions to the 
ESOP trust, on the other hand, are fully 
deductible, including those applied by 
the trust to the repayment of loan 
principal. 

Consequently, where Corporation X 
uses the ESOP as its financing vehicle, 
it may <within limits) repay its indebted
ness (both interest and principal) in pre
tax dollars. Assuming a 50 percent effec
tive tax rate, Corporation X would need 
to gross $20 million to repay the $10 mil
lion principal with conventional debt fi
nancingt. With ESOP debt financing, 
however, the corporation need gross only 
$10 million to repay the principal with 
pretax dollars through its ESOP. 

By enabling a company to expense its 
capital investment, the ESOP lowers the 
sponsor company's taxable income and 
increases its available working capital; 
and the same dollar that finances the 
company's capital requirements also fi
nances an employee benefit in the form 
of employer stock. • 

After purchase, the stock is held in an 
escrow account for allocation to em
ployees' ESOP trust accounts as the loan 
is repaid. In no sense is this a "gift" of 
productive capital to employees; rather. 
the capital is paid for out of the future 
fiow of earnings that the new capital it
self generates. As the already rich know 
so well, the new capital's productiveness 
generally pays for itself. The ESOP Par
ticipants, however, also "eam" their 
ownership interest in the coiPoany 
through the ESOP's vesting schedule
which generally allocates stock to em
ployees' accounts based on a combina
tion of length of service and relative 
compensation. 

THE VERSATU.E ESOP 

The ESOP can also be used <with or 
without leveraging) as an "in-house 
market" for the sale of stock held by 
the shareholders of a closely-held com
pany. For example, suppose the sole 
shareholder of Corporation Y wants to 
begin to convert his shares to cash over 
a period of years in contemplation of re
tirement. The corporation could con
tribute cash each year to its ESOP and 
the ESOP could use the cash to pur
chase shares from the owner. Should t.he 
owner wi.sh to sell out before the ESO? 
trust has adequate funds to pay him, the 
ESOP could borrow t!1e money to pay thE' 
owner with the corporation guaranteeing 
the loan. 

Similarly, an ESOP can be used tore
finance existing debt, finance mergers or 
acquisitions. and accomplish divestitures 
or spinoffs. For examnle, at his confirma
tion hearing before the Senate Finance 
Commit~e. Treasury Secretary Regan 
exnlatned how Merrill Lvnch & Co. used 
an· ESOP to divest itself of the Lionel
Edie Co. Rather than sell the company to 
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someone else, the former chief executive 
explained: 

We used employee stock owne·rship, letting 
them buy it, and they have prospered as a 
result of that. I am definitely in favor of 
tlhiat. 

ESOPs lend themselves to use in a wide 
variety of ways. For example, the em
ployees of Continental Airlines recently 
voted.-8,932 to 359-to forego a portion 
of their future pay raises to invest in 
company stock. With that pledge, and 
with commitments from the company, 
their ESOP should be able to borrow the 
money to acquire 51 percent of the com
pany (through the purchase of newly 
issued shares> . 

This sale of stock would bring the com
pany a new infusion of equity, allowing it 
to draw down existing bank loans and 
reduce its interest payments. These em
ployees may have shown us a way to use 
ESOPs to revitalize the American econ
omy. In order to stimulate investment, 
economists agree that we need to spend 
less on consumer goods and invest more 
in capital goods. By taking part of their 
future wage hikes · in stock, these em
ployees are demonstrating a way to help 
break the inflationary spiral which is 
making income gains increasingly less 
valuable. 

THE ATTRACTIVENESS OF ESOP FINANCING 

Under current law an employer has 
only a very limited incentive to utilize the 
leveraged ESOP. In large part, this is due 
to the fact that the interest expense of a 
leveraged ESOP is included in determin
ing an employer's maximum deduction 
limitations under code section 404(a) 
and, equally important, in determining 
the amount that may annually be re
leased from escrow and added to partici
pants• ESOP accounts under code section 
415. 

The effect of these two limitations is to 
subject ESOP financing to an unintended 
limitation, and a limitation that has 
grown increasingly restrictive with to
day's high interest rates. Thus, this bill 
removes these limitations as they apply 
to the interest expense incurred in con
nection with an ESOP's leveraged ac
quisition of employer stock. 

An argument could be made that 
where an ESOP is used to finance an 
employer's capital growth the deduction 
limitation should be based solely on the 
company's capacity to service the debt. 
The result of such a change would be to 
rechannel corporate profits <that would 
otherwise have gone into the corporate 
income tax base) into productivity in
creases in the private sector while also 
broadening the oose of private property 
ownership among productive workers. 

. The amendment recommended in this 
~Ill should prove to be beneficial for two 
IID:portant reasons. First, this c.hange 
brmgs these ;ESOP-related Internal 
~even~e Code provisions more closely 
~nto almement both with congressional 
mtent and with the Reagan administra
tion's announced purpose to encourage 
e~pande~ ownership. Present law under
mmes this purpose. 

Second, this change directly addresses 
a problem concerning the relationship 
of employee ownership to productivity 

and profitability. In most cases ESOPs 
own only a small percentage of the spon
sor company's stock. However, the Sur
vey Research Center at the University of 
Michigan found in their 1977 study of 
employee ownership that the most im
portant correlation between ownership 
and profitability is the percentage of 
company stock owned by employees-the 
more equity owned by the employees, the 
more profitable the company. 

If these plans are to be effective mo
tivators and significant contributors to 
productivity and profitability, we should 
encourage companies to permit employ
ees, through the use of leveraged ESOPs, 
to acquire substantial blocks of employer 
stock. If ever that is to be possible, how
ever, these amendments must be enacted 
so as to make our tax laws more appro
priate when applied to the use of ESOPs 
as a financing tool. 

This bill also suggests an additional 
encouragement for employers to utilize 
ESOP financing. Under current law, an 
employer is permitted to contribute and 
deduct up to 15 percent of covered com
pensation to an ESOP each year. This 
15-percent limitation is the same as 
applies to traditional stock bonus plans 
and profit-sharing plans <the basic 
building blocks of employee benefit law 
upon which the ESOP was modeled when 
first fully incorporated into the Internal 
Revenue Code in 1974). 

When an ESOP consists of a combina
tion stock bonus plan and money pur
chase pension plan, the 15-percent de
duction limitation is increased to 25 
percent. In order to utilize this 25-per
cent limit, however, an employer must 
include a pension element as part of the 
ESOP which, in turn, calls for ongoing 
contributions by the employer, even 
though such contributions may no longer 
be required to retire the ESOP's indebt
edness. 

This required combination of different 
types of plans serves as a substantial 
disincentive to employers who might 
otherwise be attracted to the ESOP as a 
fin~ncing vehicle. In addition, this re
qmrement forces an employer to main
tain two separate accounts for each 
employee and imposes additional report
ing, bookkeeping and other related ad
ministrative burdens. 

To remedy this situation, this bill 
permits an ESOP company to contribute 
to the plan and to deduct an amount up 
to the 25-percent limitation <to repay an 
ESOP loan), but without the required 
inclusion of a money purchase pension 
plan. 

In addition, this bill makes a related 
change in the treatment of stock that is 
forfeited by employees who leave before 
they are fully vested in their account 
balances in an ESOP. Under current law, 
the amount that may be contributed to 
a leveraged ESOP is directly limited by 
the percentage-of-pay limitations of code 
section 404. In addition, the contribution 
is indirectly limited by the operation of 
code section 415 <which limits the 
amount that may annually be added to 
each employee's account under the plan). 

The section 415 limitation <the lesser 
of 25 percent of pay, or $41,500 adjusted 
for cost-of-living inreases) roughly par-

allels the 25-percent-of-pay deduction 
limitation of section 404. Amounts that 
cannot be added to employees' accounts 
<due to the limitation of section 415) 
cannot be contributed and qualified for 
a deduction under section 404. The prob
lem results from the fact that the sec
tion 415 limitation includes both employ
er contributions and forfeitures. In the 
context of ESOP financing, this inclu
sion of forfeitures reduces the amount 
that a plan sponsor might otherwise be 
permitted to apply to the repayment of 
an ESOP loan on a tax-deductible basis. 

The effect of current law is to intro
duce a great deal of uncertainty into 
the planning of ESOP financing trans
actions. This uncertainty discourages 
ESOP lending and otherwise frustrates 
congressional intent in encouraging the 
use of ESOPs as a technique of corporate 

finance. Thus, this bill provides that the 
allocation of forfeitures of stock ac
quired with the proceeds of a leveraged 
ESOP loan will not be subject to the 
section 415 limitations. As under cur
rent law, the allocation of such forfeit
ures must not discriminate in favor of 
employees who are omcers, shareholders, 
or highly compensated. 

This bill also provides an incentive for 
corporations to acquire their stock for 
employees on a nonleveraged basis. Un
der present law, a corporation can claim 
an annual deduction of up to 15 percent 
of pay for contributions to a stock bonus 
plan or a profit-sharing plan <or to any 
combination of such plans). Under this 
bill, an employer would be permitted to 
contribute up to 25 percent of pay to 
any combination of such plans, provided 
that the additional 10 percent is used to 
acquire employer stock. 

PROMOTIN.G AN OWNERSHIP INCOME 

This bill also provides a tax deduction 
to corporations for the amount of cash 
dividends they distribute currently on 
stock held in employees' accounts in an 
ESOP <or on stock held by former ESOP 
participants or their beneficiaries), or 
which are used to repay stock acquisition 
indebtedness of an ESOP. This provision 
converts taxable corporate income into 
either taxable dividend income for em
ployees <to supplement their paychecks 
or their retirement and social security 
incomes) or a more rapid rate of accu
mulation by employees of individual cap
ital estates. Such dividends would qual
ify for the $200 partial exclusion from 
income of code section 116-$400 in the 
case of a joint return. 

As mentioned earlier, studies indicate 
a strong correlation between employee 
ownership and employer profitability. 
This provision provides ESOP companies 
with a means by which such increased 
profitability can be made to reach the 
firm's employee-owners in the form of 
an ownership income. As Ronald Reagan 
explained in advocating this approach in 
February 1975, "An ever-increasing 
number of citizens thus would have two 
sources of income-a pay check and a 
share of the profits." U working Ameri
cans are to learn to truly understand and 
aupreciate the value of capital owner
ship, that ownership should be designed 
to have some direct effect on their lives. 

This payout of the fruits of corporate 
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productivity will introduce a new dimen
sion to employee compensation in the 
United States. Such a dividend income 
can lay a stronger foundation for eco
nomic growth by increasing consumer 
demand. In addition, by making more 
working Americans dividend-receiving 
capitalists, this provision will foster a 
better appreciation of the function of 
productive property in our private enter
prise system. That appreciation should, 
in turn, support a better understanding 
of the costs and tradeoffs of Government 
programs. 

This approach also helps to insure that 
the employees, on whose behalf ·the stock 
is being acquired, will receive a · fuller 
payout of the earnings of the capital un
derlying their stock. This is particularly 
important during the period that the 
ESOP trust is paying for the stock. 

Behind this approach lies a rationale 
suggesting that our tax system's bias 
against property and in favor of income 
redistribution should gradually be phased 
out. Under present law, the corporation 
income tax dilutes by approximately half 
~he property incomes of present stock
holders. When that income becomes 
available to stockholders in the form of 
dividends, the Federal Government then 
levies a second tax on the remainder. 

In effect, Government is a partnership 
in profit with the private corporation (to 
the extent of the corporate income tax) . 
The expanded ownership approach sug
gests that as more Americans become 
partners in profit with America's private 
sector, Government's stake in that profit 
(via the corporate income tax) should 
gradually be phased out and the tax in
stead levied only at the individual level. 
This provision achieves that result to the 
extent that a corporation is owned by its 
employees via an ESOP and either pays 
out its earnings on a current basis to its 
ESOP participants or applies those earn
ings to repay ESOP indebtedness. 

This provision should also help com
panies to aJttract equity capital. Many 
small corporations do not pay dividends, 
or pay them only on an irregular basis. 
An ESOP generally must hold the best 
class of common stock issued by the r.or
poraJ~ion (including the best dividend 
rights). Thus, :the deductibility of divi
dends on :the stock held by the ESOP 
should be an inducemen·t for the sponsor 
company to ·establish a policv of regu
larrly declaring dividends. This policy 
should benefi·t not only exis1ting stock
holders (including those whose shares 
are held by the ESOP) but also should 
mak·e such stock · a more attractive in
vestment to others. 
ELIMINATING DOUBLE TAXATION-AN EQUITABLE 

APPROACH 

In 1980, the Oarter administraJtion 
Tre·asury opposed this proposal on the 
grounds that i-t is a "pie~emeal approach" 
to the overall issue of integrration of cor
porate and personal income taxes <an 
issue constantly "under sltudy" by the 
Treasury) , and the ESOPs should notre
ceive special treatment. Their position 
overlooks the ownership-broadening pur
pose of this provision. By limiting this 
proposal to ESOPs, this bill would prro
vide an incentive for exoanded owner
ship and would help to promote a policy 
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which should be at the center of Ameri
can economic policy. 

Thus far, proposals for overall inte
gration have been of a type that would 
effeotively perpetuate and promote the 
exist~ng concen~ration of wealth (for ex
ample, by prroviding tax credits to indi
viduals for dividends re~ived). With 1 
percent of the U.S. population currently 
claiming 47 percent of corporate divi
dends, that approach to integration is 
not eX'actly a grassroots issue. 

A more equitable approach might be to 
permit ESOP companies to deduct the 
expense of all dividends paid <versus 
those paid on stock in the ESOP, as this 
bill proposes). To qualHy, an ESOP com
pany could be defined as a company with 
a specified percentage of employee own
ership, for example, 20 percent <or, per
haps, 20 perc.ent in 1981, to be increased 
by 2 percent each year thereafter for the 
neX't 15 years). This apprr()ach would pro
vide a s·trong incentive for existing own
ers to establish ESOPs in order for the 
corporation to qualify for dividend de
ductibility on theil" own stock. 

Ironically, one side effect of our pres
ent populist-inspired system of double 
taxation is to discourage expanded 
ownership. This is due to the simple fact 
that current law encourages corporations 
to retain their earnings for reinvestment 
rather than pay them out as dividends to 
be taxed to the shareholder at unearned 
income rates (as high as 70 percent at 
the Federal level, plus whatever State tax 
rates apply). Instead, shareholders gen
erally prefer to realize the increased 
value of their stock on a later sale and 
be taxed at that time at capital gain 
rates. The corporation's retained earn
ings, in turn, are generally used to gen
erate (or acquire) new capital-capital 
which, of course, wlll be owned by pre
existing stockholders. 

Similarly, the deductibility of interest 
encourages corporations to use either 
borrowed funds or various debt instru
ments for financing a substantial portion 
of the balance of their capital needs. As 
with the use of retained earnings, the 
previous owners become the new owners. 
The other principal source of corporate 
financing has been funds generated in
ternally through the use of depreciation 
reserves, investment tax credits, and the 
like. For the most part, new capital is 
financed either with such internally 
generated cash flow or with borrowing 
repaid out of cash flow. From an owner
ship point of view, the result is the same. 

New equity issues now play only a 
minor role in the financing of new capi
tal. According to Federal Reserve Board 
figures, corporate equities accounted for 
only 0.89 percent of total funds raised 
in the United States by nonfinancial sec
tors during 1979. For the entire 1970's 
equities represented a mere 3.7 percent of 
new capital. To the limited extent that 
equities have played a part, it seems like
ly that those new issues were acquired 
primarily either by institutional inves
tors or by existing stockholders; that is, 
by those few people in the United States 
who have the excess purchasing power 
to make such acquisitions. 

The expanded ownership approach to 
corporate financing suggests that this 

self-perpetuating cycle of concentrated 
ownership should be altered. The ESOP 
is the first of what will hopefully be 
many new methods of finance designed 
to broaden ownership and to make that 
broadened ownership a meaningful part 
of people's economic lives. 

To that end, this bill also defers tax
ation on the first $25,000 of any lump
sum distribution from an ESOP, provided 
the distributee has been a participant in 
the plan for at least ·3 years. This pro
vision is intended to recognize the fact 
that far too few working Americans are 
able to accumulate a capital estate of any 
size. 

The effect of present law is illogical 
when applied to the taxation of ESOPs. 
Although our tax laws are intended to 
promote personal capital accumulation 
through the use of ESOPs, those same 
laws generally require that a portion of 
this accumulation then be sold to pay 
taxes due on the stock when distrib
uted. The alternative is to roll over the 
stock or the proceeds into an individual 
retirement account and be subjected to 
its complexities and restrictions: Thus, 
this modest deferral of tax on the first 
$25,000 of capital a.ccumulated through 
an ESOP is meant to further promote 
the economic self-sufficiency that such 
plans are intended to bring about. The 
distribl,ltee would be subject to tax when 
the stock is later sold, and dividends 
distributed in the interim would also be 
taxable upon receipt. 

STRENGTHENING THE TAX BASE 

This bill also provides that a qualified 
employee stock ownership plan and trust 
shall have the tax characteristics of a 
charitable organizatjon for estate, gift, 
and income tax purposes. This is in
tended to encourage affluent taxpayers 
to make gifts to qualified ESOP trusts 
in order to reconnect the ownership of 
capital with a broader base of private in
dividuals. 

At present, a wealthy stockholder who 
has built a substantial estate is faced 
with a dilemma. If he tries to give it 
away or leave it by bequest, the Federal 
Government ends up with the bulk of it. 
Often, the only alternative is to make 
a donation to a public purpose founda
tion. Even though this stockholder may 
wish to leave a substantial portion of his 
or her wealth to the employees who 
helped to create that wealth, our current 
tax laws make such an event highly 
unlikely. 

Consequently, at a time when Ameri
can capitalism desperately needs more 
capitalists, we find enormous amounts 
of private wealth being "socialized" in 
such foundations. Clearly these founda
tions provide a valuable public service. 
However, we should question the logic 
of a private property system that has so 
arranged its incentives that a taxpayer 
wishing to leave his business to the em
ployees who helped to make him wealthy 
is instead forced by our tax laws to place 
the bulk of that great wealth either in 
Uncle Sam's coffers or in a public pur
pose foundation. 

One of the best public purposes to 
which such wealth could be put is to 
connect more of our working population 
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to productive, income-generating assets. 
At present, we provide a substantial ~ax 
incentive for disconnecting product1ve 
capital from private ownership by plac
ing it in foundations; we should give 
that same tax incentive for individuals 
willing to donate their wealth to connect 
capital to a broad group of private in
dividuals. 

This is not meant to suggest that 
foundations do not perform an impor
tant function. Quite the contrary; they 
play a crucial role and, in many cases, 
fill a void that might otherwise need to 
be filled at taxpayer expense. What it 
is meant to suggest is that the options 
now open to a wealthy person are too 
limited. If he or she wishes to leave per
sonal wealth to such a foundation, that 
is as it should be. We should applaud 
that decision, and our tax laws should 
continue to offer an incentive to make 
such gifts and bequests. 

But the fact that a person is not en
couraged to leave a business to those who 
helped to build it is not as it should be. 
That we force the socialization of such 
wealth is not as it should be. That is a 
shortsighted strategy from a tax philos
ophy point of view, and one that serves 
to further sap the already waning 
strength of capitalism-the same capi
talism that has enabled such founda
tions to prosper all these years. 

As for this Nation's manv fine public
purpose foundations, which hopefully 
will enthusiastically support this pro
vision, they would do well to recall the 
advice of Henry Ford II on his retire
ment from the Ford Foundation in 1976. 
At that time, he observed: 

The Foundation exists and thrives on the 
fruits of our economic system. The divi
dends of competitive enterprise make it all 
possible. A signi A cant porM.on of the abun
dance created by U.S. business enables the 
Foundation and like institutions to carry 
on their work. In effect, the Foundation 
is a creature of capitalism-a statement 
that, I'm sure, would be shocking to many 
professional staff peop·le in the field of 
philanthropy .. .. Perhaps it is time for 
the trustees and staff to examine the ques
tion of our obligations to our economic 
system and to consider how the Founda
tion, as one of t-he system's most promi
nent offspring, might act most wisely to 
strengthen and improve its progenitor. 

Certainly there can be no more logical 
. successors to ownership of a company 
than the employees who helped to build 
and develop it. They generally have the 
experience, the interest, and the com
mitment to carry on the operation. This 
provision would encourage that type of 
succession. The tax benefits would be 
denied, however, where any part of the 
contribution or bequest is allocated un
der the ESOP to the taxpayer, to mem
bers of his family, or to any person 
owning more than 25 percent of the com
pany's stock. In addition, allocations 
could not discriminate in favor of em
ployees who are officers, shareholders, 
or highly compensated. 

This provision is also designed to 
strengthen the tax base. Government 
would lose no tax revenues since con
tributions to charitable organizations 
are already exempt from tax and profits 
from donated income-producing prop-

erty are generally accumulated tax free 
w1thin such organizations. In addition, 
assets left to charity are forever lost to 
our tax system. 

By permitting an individual ~o leave 
his property to an ESOP, we are moving 
not only to strengthen the connection of 
working Americans to productive capi
tal but also to assure that these amounts 
will remain within the Federal tax sys
tem. Further, these amounts will be tax
able to employees who receive a distri
bution from the ESOP. Thus, in an era 
when most tax legislation results in a 
revenue loss, this provision should result 
in a revenue gain. 

In addition, this provision would give 
expression to the best in charitable giv
ing by providing the wealthy with an 
incentive to leave their holdings of capi
tal in such a wav that more individuals 
might become self sufficient rather than 
becoming wards of governmental or pri
vate charity. This approach corresponds 
with the ancient philosopher Maimon
ides' observation that-

The most meritorious of all (methods of 
giving) is to anticipate charity, by prevent
ing poverty . . . this is the highest step and 
the summit of charity's .::::olden Iaaaer. 

AN ENCOURAGEMENT TO SMALL BUSINESS 

This bi!ll also provides th~a;t where the 
owner of a small business sells the com
pany to his employees through either an 
ESOP or a worker-owned cooperative 
and, within 18 months, reinvests the 
proc·eeds of the s1ale of the stock in an
other small business, the tax on the 
proceeds would be deferred until the 
newly acquired stock is sold. This provi
sion would have a very minor impact on 
Federal revenues but could have a very 
major impact on the ability of small 
busi.nesses to continue as independent 
enterprises. 

Current law provides a strong incen
tive for a business owner to transfer 

. ownership of his company to a larger, 
more established company for a tax
free exch~ange of stock. On the other 
hand, where that owner sells or liqui
da;tes his business, he must pay capital 
gain tax on the proceeds. 

The effect of present law is to enC'OUr
age economic concentration and to di
vert funds from investment and innova
tion ~and into mergers and acquisitions. 
The Federal Trade Commission~FTC
has jurisdiction over proposed mergers 
or acquisitions which mtay be anticom
petitive. Jot is encouraging to note that 
as the FTC staff analyzes assertions of 
the failin'! comnany defense, thev are 
increasingly asking companies if they 
h'a ve con'Siidered selling their plants to 
employee groups instead of to competi
tors. 

Another effect of present law is to en
courage the disappearance of small and 
independent bus~nesses, even though 
these firms have been shown to be the 
most innovative, grmvth-inducing, and 
job-creating sector of the economy. For 
eX'ample, a Na;t!onal Science Foundation 
study found that small companies are 24 
times more innovative per research dol
lar than companies employing 10.000 or 
more employees. In a related finding, 
the U.S. Department of Oommerce re
ports that innovation aocounted for 45 

percent of •the Nation's economic growth 
from 1929 to 1969. In ·addition, a 1979 
study from the Massachusetts Institute 
of Technology found that firms with un
der 50J employees generate 86.7 percent 
o! aU new jobs in ·the United States. 

It would be to the Nation's advantage 
for our tax laws to encourage investment 
in small, innovative companies. The 
present trend toward concentration can 
only serve to further decrease the com
petitiveness of the U.S. economy, and 
thereby furbher erode its vitality and 
crea;tivity. Thus, this provision provides 
a mechanism whereby a business owner 
can seH to his employees at no financial 
disadvantage when compared with a. tJax
free exchange of stock with another com
pany. By creating this alternative, we 
can preserve the c·ontinuity of many 
small bus1nesses. 

While the incentive to sell to estab
lished firms is one cause of the decline 
of independent businesses, the lack of 
investment capital is another. This pro
vision would open up a new source of 
funds for existing small businesses be
cause a seller must reinvest the proceeds 
in another small business within 18 
months in order to qualify for the tax 
benefits of this provision. 

Moreover, this provision could prevent 
some small companies from closing sim
ply for lack of a buyer. Many small, but 
profitable, companies are liquidated for 
just this reason, for example, to create 
estate liquidity. 

This provision is designed to encour
age the sale of companies to their em
ployees through either ESOPs or worker
owned co-ops. To qualify, a worker
owned cooperative must be a nonprofit 
organization doing business on behalf of 
its members. In addition, it must meet 
the definition provided in section 105 (a) 
of Public Law 95-351 and in the "eligi
bility and priorities policy" section of the 
Nat•onal Consumer Cooperative Bank; 
that is, 70 percent of its shares owned 
on the basis of one share and one vote 
per member. 

This bill also provides that the execu
tor of an estate may transfer an estate's 
tax liability to an ESOP by transferring 
stock of the estate to an ESOP, provided 
that the sponsor company guarantees 
payment of the estate tax and agrees 
to pay that tax over a period of years. 

Thus, this provision enables an ESOP 
to be used as a financing vehicle to ac
quire stock from an estate with the 
Treasurv, in a ~ense. act'ng as the "lend
er." Whereas the charitable organization 
status for ESOPs-discussed above-re
duces the estate tax by reducing the size 
of the taxable estate. This Provision re
duces the estate tax liability by an 
amount equal to the value of stock trans
ferred to the ESOP. 

:rn ol."dPr to malrp thi.s a.~~11mnt.ion of 
liability both attractive and feasible. this 
provision adopts the approach of Inter
nal Revenue Code sections 6166 and 
6166A, relating to the extension of time 
for payment of estate tax where an 
estate consi.sts largely of an interest in 
a closely held business. These code provi
sions are designed primarily to make it 
possible to keep a business enternrise 
intact where the death of one of the 
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owners of a business results in the im
position of a relatively heavy estate tax. 

Without these provisJ.ons permitting 
the payment of estate tax on an install
ment basis, heirs might otherwise be 
forced to break up a business or sell it to 
some larger business enterprise in order 
to pay Federal estate tax. This problem 
is particularly burdensome for estates 
in which a substantial portion of the as
sets cons~st of stock in a closely held 
business or other illiquid assets. 

Thus, although these two provisions 
of existing law do not remove any Fed
eral estate tax liability, by spreading 
out the period over which the estate tax 
may be paid, it becomes possible for the 
estate in most cases to be paid for out of 
the earnings of the business, or at least 
provides the heirs with time to obtain 
funds to pay the estate tax without up
setting the operation of the business. 

This bill adapts this approach to the 
concept of employee ownership via 
ESOP financing by relieving the estate of 
tax liability to the extent that stock is 
transferred to an ESOP and the em
ployer guarantees payment of the estate 
tax. If the estate qualifies under code 
section 6166, there may be up to a 5-
year deferral of principal payments 
with up to 10 annual payments permit~ 
ted after the deferral period. Interest on 
the deferred tax attibutable to the first 
~1 million in valuation of the business 
1a 4 percent. Interest on the balance is 
at the usual rate under code section 
6621-approximately 90 percent of the 
prime rate. Allowing this reduced inter
est rate for a limited amount of tax is 
intended to re:tlect the problems that 
small businesses have in generating 
enough income and cash :flow to pay in
terest at a normal rate and amortize 
t~e .~rincipal amount of the estate tax 
llab~hty. If the estate qualifies under code 
sectiOn 6166A, interest is at the section 
6621 rate and payments must be made in 
ten annual installments, with the first 
payment payable at the time the return 
is :filed. 

In addition to providing a stimulus to 
employee ownership, this provision 
sh_ould be particularly helpful in ena
blrng small businesses to continue in op
eration as independent enterprises. As 
the Committee on Ways and Means 
stated in their 1958 rationale for the orig
inal deferral of tax provision-

This provision is particularly important 
in preventing corporate mergers and in 
maintaining the free enterprise system. 

OTHER ESOP AMENDMENTS 

This l~gislation also permits an ESOP 
to a.c.qm~e . nonvoting common stock in 
?ertam hm1ted cases. Although an ESOP 
Is ~enerally required to purchase only 
votmg stoc~ of ~he sponsoring company, 
th~re are situations in which it is appro
pnate for that requirement to be waived. 
For example, this would be the case 
where there are several classes of em
Pl'Oyer stock outstanding and yet the only 
shareholders willing to sell their shares 
to the ESOP hold nonvoting stock. To 
pre?lude the ESOPs acquisition of non
votmg stock ~n such a circumstance may 
only succ~ m precluding the employees 
from J:a vm~ an opportunity to own any 
stock m their employer. 

Employees should be protected, but not 
where such protection operates to their 
detriment. Thus, this bill permits an 
ESOP to acquire nonvoting common 
stock. However, in order to discourage 
manipulation or abuse, an ESOP can 
only acquire such stock where the non
voting shares have been issued and out
standing f·or at least 24 months. 

In addition, this bill addresses a prob
lem of great concern to financial insti
tutions that desire to establish ESOPs. 
Under present law, in order for a com
pany to utilize the leveraged ESOP, it 
must provide its plan participants with 
a "put option" on any shares distrib
uted where such shares are not readily 
tradable. This requirement insures that 
plan participants will nave a ready mar
ket for their shares upon distribution. 

In most situations, this requirement 
present.s no major problem. In the case 
of banks and similar financial institu
tions, however, both State and Federal 
law generally prohibit the redemption or 
purchase of their stock. Thus, applica
tion of the put option requirement t'O 
these potential ESOP companies serves 
as a substantial barrier to their adop
tion of ESOPs. This bill retains the put 
option requirement as it applies t'O stock 
distributions from ESOP c'Ompanies. 
However, in order to make ESOPs attrac
tive to banks-while also protecting em
ployees' interests-this bill relieves banks 
and similar financial institutions of the 
put opti·on requirement provided partici
pants have the right to receive a cash 
distribution equal to the value of their 
shares. 

This bill also provides that where a 
corporation, by its charter or bylaws, 
limits ownership of its outstanding secu
rities to current employees, distributions 
from the plan may be made in cash; 
that is, without the necess:ty of provid
ing the participant with the option of 
demanding stock as his or her form of 
distribution. This provision enables an 
employee-owned company to keep its 
stock owned solely by current employees, 
those whose etiorts can have the most 
direct etfect upon the economic success 
of the company. This provision also pro
vides a source of stock that may be 
acquired on behalf of new employees. 

In addition, this provision can pro
tect an employee-owned company from 
inadvertently "going public." Current 
law treats stock in an ESOP as held by 
a single shareholder. Each individual 
who receives a distribution of stock, 
however, is counted as an additional 
shareholder, and, should the number of 
shareholders reach 500 or more, the 
company may be required to file a regis
tratiOn statement and meet certain re
porting requirements of the Securities 
and Exchange Act of 1934. 

In addition, this bill makes the changes 
necessary to insure that an ESOP may 
be established by a subchapter s corpo
ratio~. Under current law, such a cor
poratiOn could not establish an ESOP 
(due to the general prohibition against 
~he stock of such corporations being held 
m trust) . This bill provides an exemption 
from that general Drohibition in the case 
of. ESOP trusts. In addition, in order 
to m~ure that such a corporation will not 
lose Its subchapter S status due to dis-

tributions of stock to employees <there
by increasing the number of sharehold
ers beyond permissible limits), stock dis
tributed by ESOrs sponsored by such 
corporations would be dlsregardea in Q.e
termining the number of shareholders. 

This bill also makes two other changes 
relating to the put option requirement 
as ... t applies both to Ec.OPs and to other 
types of plans. The first change corrects 
a technical error made in the Miscel
laneous Revenue Act of 1980. That act 
was intended to permit a tax-qualified 
stock bonus plan to distribute cash to 
a participant entitled to a distribution, 
subject to the participant's right to de
mand that benefits be distributed in the 
form of employer stock. 

In addition, tf such a stock bonus plan 
provides for cash distributions and if 
stock which is distributed is not. readily 
tradable on an established market, the 
participant was to have had the right to 
require the employer to repurchase the 
stock. Due to an erroneous cross-refer
ence, the 1980 amendment incorporwted 
the cash distribution option, but omitted 
the put option requirement. This bill cor
rects that error by incorporating the 
correct cross-reference and also provides 
that for purposes of this requirement, the 
definition of employer securities means 
any securities of the employer held by 
the plan because the definition of quali
fying securities for purposes of a stock 
bonus plan is not as restrictive as that 
for ESOPs. 

The second change alters the nature of 
the put option requirement as it applies 
to both leveraged ESOPs and stock bonus 
plans maintained by employers whose 
stock is not readily tradable. Under cur
rent law, if such an employar distributes 
stock, or desires to distribute cash from 
one of these plans and the participant 
instead demands that the distribution 
be made in the form of stock, that partic
ipant must be given a put option requir
ing the employer to repurchase the stock 
at any time within the next 6 months. 
Alternatively, the ex-employee can elect 
to wait until that 6-month period lapses 
and, instead, exercise the put option at 
any time during a 3-month period in the 
next plan year, following notification of 
the next valuation of the stock. 

The current requirements of this put 
option provision not only create a disin
centive for the establishment of ESOPs, 
they also may jnadvertently operate to 
the disadvantage of plan participants. 
This is because the length of the current 
put option requirement-6 months, plus 
a possi,ble additional 3 months-creates 
grave uncertainties for employers as to 
their liquidity requirements needed to 
provide for the exercise of such options. 
Consequently, emplovers are required to 
commit sums of cash that might more 
productively he put to other purposes, 
thus detrimentally affecting the value of 
the participants' stock. 

This bill modifies the put option re
quirements by shortening the put option 
period to an initial 60-day period fol
lowed by anoth9r 60-day period in the 
next plan year following notification of 
the next valuation. Thus, the employee 
continues to get the benefit of choosing 
to await a second valuation, but the value 
of the stock will no longer be as adversely 
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affected by requirements which force the 
employer to commit funds for as long as 
a period to provide for the repurchase 
liability. 

Also, in operation the 6-month put 
option period of current law may inad
vertently operate to the detriment of em
ployees by lulling them into missing their 
opportunity to sell the stock and rollover 
the proceeds, or a portion thereof, into 
an individual retirement account <IRA) 
on a tax-free basis. In order to take ad
vantage of the opportunity for a tax-free 
rollover, the rollover must be accom
plished within 60 days of the distribu
tion. By shortening the put option period 
to 60 days, this provision makes the put 
option operate in conjunction with, and 
in support of, the rollover period. . 

This provision also protects an em
ployee's aJbility to control the tax con
sequences of his or her distribution of 
benefits. A participant receiving a lump
sum distribution of cash from one of 
these plans is generally entitled to 10-
year averaging, provided he or she has 5 
years of participation in the plan. De
pending on the participant's tax circum
stances, however, it may be advanta
geous to instead qualify the distribution 
for capital gain treatment, which re
quires a distribution in the form of em
ployer stock. Thus, where the plan offers 
cash, the employee can take cash and 
qualify the proceeds for 10-year averag
ing. If capital gain treatment is pre
ferred, the employee instead can insist on 
a distribution of stock, sell the stock back 
to the company and qualify the distribu
tion for treatment as capital gain. With 
either form of distribution, the employee 
would have the option of delaying taxa
tion with a tax-free rollover of the pro
ceeds, or a portion thereof, into an IRA. 

This bill also makes a . needed change 
affecting the unique distribution require
ments of tax credit employee stock 
ownership plans (TRASOPs) . When the 
TRASOP was created in the Tax Reduc
tion Act of 1975, Congress adopted a 
policy that stock in the pJan should not 
be distributed to a participant until 84 
months following the date it was 
acquired. Exceptions were provided, 
however, in the case of separation from 
service, death or disability. Unfor
tunately, in creating these exceptions we 
failed to take into consideration the con
stant acquisition and divestiture of sub
sidiaries and divisions which occur 
among major U.S. corporations, many of 
which have established such nlans. 

When a corporation disposes of a sub
sidiary, a division, or a division unit, it 
makes no sense to require the corpora
tion's tax credit ESOP to continue to 
hold assets for these former employees. 
The employees now work for another 
employer, and continued ownership of 
their former employer's stock no longer 
carries with it the motivational benefits 
which arise from employee ownership. 
In addition, the tax credit ESOP, and the 
corporation which established it, must 
continue to incur needless recordkeeping 
and other administrative expenses for 
these former employees. 

To resolve this problem, this provision 
would permit a tax credit ESOP partici
pant's benefit to be distributed, irrespec-

tive of the 84-month requirement, if the 
subsidiary, division, or division unit by 
which the participant is employed is sold 
or transferred by the controlling corpo
ration to another corporation which be
comes his or her direct or indirect em
ployer as a result of such transaction. 

FLEXIBLE BENEFITS 
This bill also makes a clarifying 

amendment relating to what are com
monly known as flexible benefits or cafe
teria plans-compensation arrangements 
under which companies provide their 
employees with a mix of benefits from 
which they can choose. 

Employees are finding that where they 
are offered such plans they are better 
able to select a compensation package 
tailormade to their and their family's 
needs. For example, a young employee 
just starting a family might choose a 
large amount of insurance to protect his 
family along with more current-versus 
deferred-compensation, for example, in 
order to make his home mortgage pay
ments. On the other hand, an older em
ployee, for example, with his children 
grown and his home paid for, might opt 
instead for more in the way of deferred 
compensation, for example, an arrange
ment under which he more rapidly ac
cumulates stock of his employer. 

Employers are finding that such plans 
offer a way to provide employees with a 
compensation package that truly meets 
their individual needs versus an across
the-board approach ths.t never seems to 
fully satisfy anyone. The U.S. Chamber 
of Commerce reports that employee ben
efit payments in 1979 averaged 36.6 per
cent of payroll; thus, it is becoming in
creasingly important that employers be 
provided means by which they can gain 
the maximum employee satisfaction per 
benefit dollar expended. 

Cafeteria plans provide a means by 
which employees and employers can work 
together to design a flexible compensa
tion package, one that maximizes em
ployee satisfaction while minimizing em
ployer costs. Under current law, bene
fits under a cafeteria plan may include 
amounts deferred under a profit-sharin~;· 
or stock bonus plan pursuant to a quali
fied cs.sh or deferred arrangement. Thus, 
a cafeteria plan may be designed to per
mit employees to choose among cur
rently taxable compensation, deferred 
compensation, and fringe benefits. 

This bill simply makes it clear that 
benefits under a cafeteria plan can be 
one of the choices available to employees 
under a qualified cash or deferred ar
rangement. This clarification should 
prove helpful in encouraging the use of 
capital accumulation plans, such as 
ESOPs and stock bonus plans, in the de
veloping concept of flexible benefits. 

s. 1162 
A b1ll to amend the Internal Revenue 

Code o! 195.4 to increase the allowable con
tributions to employee stock ownership 
plans, to provide a credit against tax for 
contributions to an employee stock owner
ship plan based upon payroll as an alterna
tive to that based on investment in equip
ment, and for other purposes. 

Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, 

SEC. 1. SHORT TITLE. 
(a) GENERAL RULE.-This Act may be cited 

as the "Expanded Ownel"!hip Act o! 1981". 
SEC. 2. TAX CREDIT EMPLOYEE STOCK OWNER

SHIP PLAN MADE PERMANENT. 
{a) IN GENERAL.--8ubparagraph {E) of 

sect'ion 46(a) (2) of the Internal Revenue 
Code of 1954 (relat.ing to tax credit em
ployee stock ownership plan percentage) is 
amended to read as follows: 

"(E) TAX CREDIT EMPLOYEE STOCK OWNER
SHIP PLAN PERCF.NTAGE.-For purposes Of thiS 
p::Lragraph, the tax credit employee stock 
ownership plan percente.ge is the sum of-

"(i) a paragraph (not in excess of 1 per
cent) which results in an amount equal to 
t·ho amount described in, and aotually trans
ferred under, section 48(n) {1) (A) and 

"(11) an addi.t,!.oaal pe·rcentage (not in ex
cess of one-half of 1 pe-rcent) which results 
in an amount equal to the amount deter
mined under section 48(n)(l) (B)). 
This subpal'agraph sha-ll apply to a corpora
tJ.on only if it meets the requirements of 
section 409A and only if it elects (a,t such 
t-ime. in such form, and in such manner as 
the Secretary prescribes) to have this sub
paragraph apply.". 

{b) USE OF 'l'HE TERM EMPLOYEE STOCK 
OWNERSHIP PLAN.-Clause {•iii) of section 
46(a) (2) {A) of the Internal Revenue Code 
of 1954 is amended to read as follows: 

"(111) the tax credit employee stock own
ership plan percentage." 

(c) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply with 
respect to periods beginning after Decem
ber 31, 1981. 
SEc. 3. PAYROLL-BASED CREDIT FOR ESTAB

LISHING EM:'LOYEE STOCK OWNER
SHIP PLAN. 

(a) IN GENERAL.-Subpart A of part IV of 
subchapter A o! chapter 1 (relating to 
credits allowed) is amended by inserting 
immediately after section 38 the following 
new section: 
"SEC. 38•A. TAX CREDIT EMPLOYEE STOCK 

OWNERSHIP PLAN CONTRIBU-
TIONS. 

"(a) GENERAL RULE.-
" ( 1) CREDIT ALLOWED.-In the case O! a 

corporation which elects to have this section 
apply !or the taxable year and which meets 
the requirements o! subsection (c) (1), there 
is allowed as a credit against the tax imposed 
by this chapter for the taxable year an 
amount equal to the amount o! the credit 
determined under paragraph (2) for such 
taxable year. 

"(2) DF.TF.RMINA"l'ION me '\M"UN'l'.-'J'he 
amount o! the credit determined under this 
paragraph !or the taxable year shall be equal 
to the lesser of-

"(A) the aggregate value o! employer se
curities transferred by the corporation !or 
the taxable year to a tax credit employee 
stock ownership plan maintained by the 
corporation, or 

"(Bl one percent of the a:"'mmt of the 
aggregate compensation (as defined in sec
tion 415(c) (3)) paid or accrued during the 
taxable year to all employees under a. tax 
credit employee stock ownership plan. 

"(b) CREDIT TREATED AS PART OF INVEST• 
MENT TAX CREDIT AMOUNT.-For purposes of 
this subtitle, the amount o! the credit de
termined under subsection (a) for any tax
able year shall be treated as 1! it were an 
amount determined under clause (111) of 
section 46(a) (2) (A) !or the taxable year. 

"fc) S'?ECJAL RuLEs.-
"(1) REQUIREMENTS FOR CORPORATION.-A 

corporation meets the requirements o! this 
paragraph 1! it-

"(A) establtshes a plan that meets the 
requirements o! section 409A, 

"(B) does not elect !or the taxable year 
to ha·re subparagrao.h (F) of section 46(a) 
(2) (relating to tax credit employee atock 
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ownership plan percentage) apply (deter
mined without regard to any carryback or 
carryover of excess credit), and 

"(C) agrees, as a condition for the allow
ance of the credit allowed by this sub
section-

"(i) to make transfers of employer secu
rities to a tax credit employee stock owner
ship plan maintained by the corporation 
having an aggregate value of not more than 
the applicable percentage for the taxable 
year (determined under subsection (a) (2)) 
of the amount of the aggregate participants' 
compensation (as defined in section 415(c) 
(3)) paid by the corporation during the tax
able year, a.nd 

"(11) to make such transfers at the times 
prescribed in paragraph (2). 

"(2) TIMES FOR MAKING TRANSFERS.-The 
transfers required under paragraph (1) (C) 
shan be made-

.. (A) to the extent allocable to the credit 
allowed under subsection (a) for the tax
able year, or allowed as a carryback to a 
preceding taxable year, not later than 30 
days after the due date (including exten
sions) for filing the return for the taxable 
year, or 

"(B) to the extent allocable to that por
tion of the credit allowable under subsec
tion (a) which is allowed as a carryover in 
a succeeding taxable year, not later than 30 
days after the due date (including exten
sions) for filing the return for such suc
ceeding taxable year. 
The Secretary may by regulations provide 
that transfers may be made later than the 
times prescribed in the preceding sentence 
whenever the ·amount of any credit, carry
over, or carryback for any taxable year ex
ceeds the amount shown on the return for 
the taxable year. 

"(3) CERTAIN CONTRmUTIONS OF CASH 
TREATED AS CONTRmUTIONS OF EMPLOYER 
SECURITIEs.-For purposes of this section, 
a transfer of cash shall be treated as a trans
fer of employer securities if the cash is, un
der the tax credit employee stock ownership 
plan, used within 30 days to purchase em
ployer securities. 

"(4) DISALLOWANCE OF DEDUCTION.-NO de
duction shall be allowed under section 162, 
212, or 404 for amounts required to be trans
ferred to a tax credit employee stock own
ership plan under this section. 

"(5) DEFINITioNs.-The terms 'value' and 
'employer securities' h·ave the meaning given 
them by section 48(n) (6). 

"(6) INCONSISTENT ELECTION DENIED MEM
BER OF CONTROLLED GROUP.-No member of a 
controlled group of corporations (within the 
meaning of section 414(b)) may elect to 
have this section apply for a taxable year 
which begins with or within a calendar year 
with or within which the taxable year of any 
other member of such group begins and for 
which such other member elects to claim the 
employee stock ownership plan percentage 
under section 46(a) .". 

(b) CLERICAL AMENDMENT.-The table of 
sections for such subpart is amended by in
serting immediately after the item relating 
to section 38 the following new item: 
"Sec. 38A. Tax credit employee stock own

ership p1an contributions.". 
(c) BASIC EMPLOYEE PLAN PERCE'~TAGE LESS 

THAN 1 PERCENT.--8ubparagraph (A) of sec
tion 48(n ) {1) of the Int ernal Revenue Code 
of 1954 is amended by striking out "equal 
to" in clause (i ) and insert ing in lieu there
of "not in excess of" . 

(d) EFFECTIVE DATE.-The amendment s 
made by this section shall apply to ae-gre
gate participants compensation (as defined 
in section 415(c) (3) of the Internal Revenue 
Code of 1954) paid after December 31, 1980. 

SEC. 4. LIMITATION ON DEDUCTIONS FOR CON
TRmUTIONS ATTRIBUTABLE TO PRIN
CIPAL PAYMENTS IN CONNECTIO~ 

WITH AN EMPLOYEE STOCK OWNER
SHIP PLAN. 

Section 404(a) of the Internal Revenue 
Code of 1954 (relating to deductions for 
employer contributions to an employees' 
trust) is amended by adding a new para
graph ( 10) at the end thereof, to read as 
follows: 

"(10) Notwithstanding the provisions of 
para.graphs (3) ·and (7), if contributions are 
paid into a trust which forms a part of an 
employee stock ownership plan (as described 
in section 4975(e) (7)), and such contribu
tions are, on or before the time prescribed 
in paragraph ( 6) , ap.plled by the plan to the 
repayment of the principal of a loan in
curred for the purpose of acquiring quali
fying employer securities (as described in 
section 4975(e) (8)), such contributions shall 
be deductible under this paragraph in the 
taxable year when paid. The amount deducti
ble under this paragraph shall not, however, 
exceed 25 percent of the compensation other
wise paid or accrued during the taxable year 
to ·the beneficiaries under such employee 
stock ownership plan. Any amount paid into 
such trust in any taxable year in excess of 
the amount deductible under this paragraph 
shall be deductible in the succeeding tax
able years in order of time to the extent of 
the difference between the amount paid and 
deductible in each such succeeding year and 
the maximum amount deductible for such 
year under the next preceding sentence.". 

SEC. 5. EXCLUSION FROM LIMITATION ON DE-
DUCTIONS FOR CONTRIBUTIONS AT
TRmUTA.BLE TO I~EREST PAYMENTS 
IN CONNECTION WITH AN EMPLOYEE 
STOCK OWNERSHIP PLAN. 

Section 404(a) of the Internal Revenue 
Code of 1954 (relating to deductions for 
employer contributions to an employees' 
trust) is amended by adding a new para
graph (11) at the end thereof, to read as 
follows: 

"(11) Notwithstanding the provisions of 
paragraphs (3) and (7), if contributions are 
made to an employee stock ownership plan 
(as described in section 4975(e) (7)) and 
such contributions are a,pplled by the plan 
to the repayment of interest on a loan in
curred for the purpose of acquiring qualify
ing employer secur~ties (as descriobed in sec
t ion 4975(e) (8)) , such contributions shall 
be deductible for the taxa.ble year with 
il'espect to which such contributions are 
made.". 

SEC. 6. EXCLUSION FROM LIMITATION ON AN
NUAL ADDITIONS ATTRIBUTABLE TO 
FORFEITURES AND INTEREST PAY
MENTS IN CONNECTION WITH AN 
EMPLOYEE STOCK OWNERSHIP PLAN. 

Section 415(c) (6) of the Internal Revenue 
Code of 1954 (relating to limitations on 
benefits and contributions m ade under 
qualified plans) is amended by adding a new 
paragraph (C) at the end thereof, to read as 
follows: 

"(C) The limitations imposed by this sec
tion shall not apply to-

" (i) forfeitures of employer securities un
der an employee stock ownership plan (as 
described in section 4975(e) (7 ) ) where such 
securities were acquired with the proceeds 
of a loan (as described in sect ion 404 (a) 
(10)) , or 

"(11) employer contributions to an em
ployee stock ownership plan (as described 
in section 4975(e) (7)) which are deducti
ble undet, paragraph (11) of section 404(a) ." 

SEC. 7. LIMITATION ON DEDUCTIONS FOR EM
PLOYER CONTRmUTIONS WHERE AN 
EMPLOYER MAINTAINS AN EMPLOYEE 
STOCK OWNERSHIP PLAN AND A 
STOCK BONUS OR A PROFIT-SHARING 
PLAN. 

(a) Section 404(a) of the Internal Reve
nue Code of 1954 (relating to deductions for 
employer contributions to an employees' 
trust) is amended by adding at the end of 
paragraph (3) (A) the following new sen
tence: 

"If, however, the contributions are made 
to a stock bonus trust and to a profit
sharing trust, each such trust shall be con
sidered a single trust for purposes of apply
ing the limitations in this subparagraph 
provided that the additional amount deduct
ible by reason of this sentence shall be rep
resented by a contribution of stock of the 
employer or a contribution which is used 
to acquire stock of the employer. Notwith
standing the next preceding sentence, the 
total amount deductible in a bxable year 
under such trusts shall not exceed 25 per
cent of the compensation otherwise paid or 
accrued during the taxable year to the bene
ficiaries under such trusts." 
SEC. 8. DEDUCTmiLITY OF CERTAIN DIVIDEND 

DISTRIBUTIONS FROM EMPLOYEE 
STOCK OWNERSHIP PLANS AND 
QUALIFICATION FOR PARTIAL EXCLU
SION FROM INCOME. 

(a) Section 404 of the Internal Revenue 
Code of 1954 (relating to deductions for em
ployer contributions to an employees' trust) 
is amended by adding at the end thereof the 
following new subsection: 

"(i) DIVIDENDS PAm DEDUCTIONS.-In ad
dition to the deductions provided under 
subsection (a) , there shall be allowed as a 
deduction to an employer the amount of 
any dividend paid in cash by that employer 
during the taxab:e year with respect to stock 
of the employer if: 

" ( 1) the employer stock is 
"(A) held on the record date for the divi

dend by a tax credit employee stock owner
ship plan (as defined in section 409A) or an 
employee stock ownership plan (as defined 
in section 4975(e) (7)), and 

"(B) in acccrdance with the :plan provi
sions, the dividend received by the plan is-

"(i) distributed in cash, not later than 60 
days after the close of the plan year in 
which received, to participants in the plan, 
or 

"(11) applied by the plan to the repayment 
of a loan (described in section 4975(d) (3)) 
incurred for the purpose of acquiring stock 
of the employer, 
or 

" ( 2) the employer stock is held on the 
record date for the dividend by a former em
ployee (or beneficiary) who received such 
stock in a distribution from a tax credit 
employee stock ownership plan (as defined 
in section 409A) or an employee stock own
ership plan (as defined in section 4975(e) 
(7)) ." 

" (b) Section 116(c) of the Internal Reve
nue Code of 1954 (relating to partial exclu
sion of dividends received by individuals) is 
amended-

"(1) by renumbering paragraphs (1), (2) , 
and (3) as paragraphs (2) , (3), and (4), re
spectively, and 

"(2) by adding at the beginning thereof 
the followin g new paragraph: 

"(1) Dividend Defined. The term "divi
dend" shall include amounts paid in accord
ance with section 404 (i) ." . 
SEC. 9. SPECIAL PROVISION FOR DISTRIBUTIONS 

FROM EMPLOYEE STOCK OWNERSHIP 
PLANS. 

Section 402(a) of the Internal Revenue 
Code of 1954 (relating to taxab111ty of a 
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beneficiary of an employees' trust) is 
amended-

{!) by striking out "(2) and (4)" in para
graph ( 1) and inserting in lieu thereof " ( 2) , 
(4) and (8) ",and 

(2) by add!ng at the end thereof the fol
lowing new paragraph: 

"(8) SPECIAL RULE FOR DISTRmUTION OF EM
PLOYER SECURITIES FROM TAX CREDIT EMPLOYEE 
STOCK OWNERSHIP PLAN OR EMPLOYEE STOCK 
OWNERSHIP PLAN.-

"(A) GENERAL RULE.-If-
"(i) a. lump-sum distribution consisting of 

employer securities (as described in section 
409A(l)) is made to a. participant (or bene
ficiary) from a. qualified trust which is part 
of a tax credit employee stock ownership 
plan (as described in section 409A) or an 
employee stock ownership plan (as described 
in se<:tion 4975(e)(7)), and 

"(11) the participant was covered under 
the plan for at least three plan years prior to 
the date of distribution, then such distri
bution shall not be includable in gross in
come until the participant (or beneficiary) 
sells such employer securities. 

"(B) LIMITATION OF AMOUNT.-The total 
amount of any such distribution which may 
be excluded from gross income shall not ex
ceed $25,000. 

"(C) TAXABILITY OF EMPLOYER SECURITIES.
Any such employer securities will be taxable 
to the participant (or beneficiary) at the 
time such employer securities are sold and 
shall be treated as long-term capital gain (as 
defined in section 1222(3) .". 
SEC. 10. BEQUESTS, AND OTHER TRANSFERS TO 

EMPLOYEE CHARITABLE CONTRmU
TION, STOCK OWNERSHIP PLANS. 

Section 409A of the Internal Revenue Code 
of 1954 (relating to tax credit employee stock 
ownership plans) is amended by redesignat
ing subsection {n) thereof as subsection {o) 
and inserting after subsection (m) a new 
subsection to read as follows: 

"(n) CERTAIN TRANSFERS TREATED AS CHARI
TABLE CONTRIBUTIONS.-For purposes Of sec
tions 170(b) (1), 642{c), 2055(a) and 2522, 
a contribution, bequest, or similar transfer 
of employer securities to a tax credit em
ployee stock ownership plan (as defined in 
subsection (a)) or to an employee stock 
ownership plan (as defined in section 4975 
{e) (7)) shall be deemed a charitable contri
bution to an organization described in sec
tion 170(b) (1) (A) (vi), 1!-

(A) such contribution, bequest, or trans
fer is allocated, pursuant to the terms of 
such plan, to the employees participating 
under the plan in a manner consistent with 
section 401 (a) (4); 

(B) no part of such contribution, bequest, 
or transfer is allocated under the plan for 
the benefit of the taxpayer (or decedent), or 
any person related to the taxpayer (or de
cedent) under the provisions of section 267 
(b), or any other person who owns more 
than 25 percent in value of any class of out
standing employer securities (as defined in 
subsection (1)) or qualifying employer se
curities (as defined in section 4975(e) (8)) 
under the provisions of section 318(a); 

(C) such contribution, bequest, or transfer 
1s made only pursuant to the provisions of 
such tax credit employee stock ownership 
plan or suc.h employee stock ownership plan; 
and 

(D) the plan shall treat such employer 
securities as being attributable to employer 
contributions except that the provisions of 
sections 404 and 415 shall not • • • 
SEC. 11. NONRECOGNITION OF GAIN ON REIN

VESTMENT AND INCREASE IN BASIS 
OF STOCK SOLD TO AN EMPLOYEE 
STOCK OWNERSHIP PLAN. 

(a) IN GENERAL.-Part In of subcha.pter 
0 of chapter 1 of the Internal Revenue Code 
of 1954 (relating to nontaxable exchanges) 

is amended by adding at the end thereof the 
following new section: 
"SEC. 1041. SALES OF SMALL BUSINESS STOCK. 

"(a) NONRECOGNITION OF GAIN.-!! small 
business stock is sold to a. tax credit em
ployee stock ownership plan (as defined in 
section 409A(a)), to an employee stock own
ership plan (as defined in section 4975(e) 
(7), or to a worker-owned cooperative (as de
fined in section 105(a.) of P.L. 95-351), then 
gain (if any) from such sale shall, at the 
election of the taxpayer, be recognized only 
to the extent that the taxpayer's sale price 
exceeds the cost of small business stock or 
stock in a small business investment com
pany purchased by the taxpayer within 18 
months after the date of such sale. 

"{b) DEFINITIONS; SPECIAL RULES.-For 
purposes of this section-

.. ( 1) SMALL BUSINESS STOCK.-The term 
'small business stock' means qualifying em
ployer securities (as defined in section 4975 
(e) (8)) or employer securities (as d_efined 
in section 409A ( 1) ) which are issued by a 
domestic corporation or small business cor
poration as d~fined in section 1371 (b) ) -

"(A) which does not, in the taxable year 
in which such stock is issued, have passive 
investment income (as defined in section 
1372(e) (5) (C)) in excess of the limitation 
set forth in section 1372(e) (5) (A), and 

"(B) the equity capital (within the mean
ing of the last sentence of section 1244 (c) 
(2)) of which does not exceed $25,000,000. 

"(2) CONTROLLED CORPORATIONS.-In the 
case of a corporation which is a member of 
a. controlled grouo of corporations (as defined 
in section 1563(a) (1) ), the equity capital of 
all members of the controlled group shall be 
treated, for purposes of paragraph (1) (A) 
of this subse<:tion, as the equity capital of 
the issuing corporation. 

"(3) STOCK ACQUIRED BY UNDERWRITER.-No 
acquisition of stock by an underwriter in the 
ordinary course of his trade or business as 
an underwriter, whether or not guaranteed, 
shall be treated as a purchase for purposes 
of subsection (a). 

"(4) DEFINITION OF SMALL BUSINESS INVEST
MENT coMPANY .-The term 'small business 
investment company' has the same meaning 
as when such term is used in title III of the 
Small Business Investment Company Act of 
1958 (15 U.S.C. 681 et seq.), except that such 
term shall not include an electing small 
business corporation (as defined in section 
137l(b)). 

"{c) TWELVE-MONTH HOLDING PERIOD LIMI
TATION.-8ubsection (a) shall only apply to 
gain attributable to sale of small business 
stock with respect to which the taxpayer'S! 
holding period is more than 12 months. 

"(d) BASIS OF SMALL BUSINESS STOCK.
The basis of small business stock or stock 
in a small business investment company 
purchased by the taxpayer during the 18-
month period shall be reduced by the 
amount of gain not recognized solely by 
reason of the applloation of subsection (a). 
If more than 011e sha.re of a small business 
stock or stock in a small business invest
ment company is purchased, such reduction 
in basis shall be applied to each such share 
in chronological order of pur,cha.se. The 
amount of the reduction oopllcable to each 
share shall be determined by multiplying 
the maximum ga.in not to be recognized 
pursuant to subsection (a) by a fraction the 
numerator of which is the cost O'f su~h share 
and the denominator of which is the total 
cost of all such shares. 

" (e) STATUTE OF LIMITATIONS.-If during 
a taxa.ble year a taxpayer sells small busi
ness stock a.t a gain, then-

" ( 1) the sta.tutory period for the assess
ment o! any defioiency attributa.ble at any 
part of such g.ain shall not expire before the 
expiration o! 3 years !roan the date the Sec-

retary is notified by the taxpayer (in such 
manner as the Sec'!'etary may by regulations 
prescri.be) of-

"(A) the taxpayer's cost of purchasing 
small business stock or stock in a small 
business investment company which the 
taxpa.yer claims results in nonrecognition of 
any part of such gain, 

"(B) the taxpayer's intention not to pur
chase property within the period specified 
in paragraph (2), or 

"(C) a. failUl'e to make such purchase 
within such period; and 

"(2) such deficiency may be assessed be
fore the e:x,piration of such 3-year period 
notwithstanding the provisions of any other 
law or rule of l·aw which would otherwise 
prevent such assessment.". 

(b) Section 1223 of such Code is amended 
by redesignating paragraph ( 12) as para
graph ( 13) and by inserting a new pa.ra
grnph (12) as follows: 

" ( 12) In determining the period !or which 
the taxpayer has held small business stock 
the acquisition of which resulted under sec
tion 1041 in the nonrecognition any part of 
the gain realized on the sale of small busi
ness stock, there shall be included the period 
f•olt' which small business stock with respect 
to which gain was not recognized had been 
held, and the period such replacement small 
business stock or stock in a small business 
investment company was held as of the date 
of such sale or exchange.". 

1 c \ The table of sections for part III of 
subchapter 0 of chapter 1 of such Code is 
amended by adding at the end thereof the 
following new item: 
"Sec. 1041. Sales of small business stock.". 
SEC. 12. TRANSFER OF EMPLOYER SECURITIES 

TO AN EMPLOYEE SrocK OWNERSHIP 
iPLAN. 

(a) TN GENERAL.-Subchapter C of chapter 
11 of the Internal Revenue Code of 1954 (re
lating to miscellaneous estate tax provisions) 
is amended by adding at the end thereof the 
following new section: 
"SEC. 2210. TRANSFER OF EMPLOYER SECURI

TIES TO AN EMPLOYEE STOCK 
OWNERSHIP PLAN. 

"(a) !N GENERAL.-If-
"(1) a qualified amount of employer secu

rltie.:J are acquired by an employee stock 
ownershi? plan from the decedent or pass 
from the decedent, or are transferred by the 
executor, to such a plan, and 

"(2) the executor elects the application of 
this section and files the agreement described 
in subs~tion (e) (1) before the time pre
scribed by section 6075 (a) for filing the re
turn of tax imposed by section 2001 (includ
ing extensions thereof), 
then the executor is relieved of liability for 
payment of that portion of the tax imposed 
by section 2001 which an employee stock 
ownership plan is required to pay under 
zubsection (b). 

"(b) PAYMENT OF TAX BY EMPLOYEE STOCK 
OWNERSHIP PLAN.-

"(1) IN GENERAL.-An employee stock own
ership plan-

"(A) which has acquired a qualified 
amount of employer securities from the de
cedent, or to which such securities have 
passed from the decedent or been trans
ferred by the executor. and 

"(B) with resuect to which a-n agreement 
described in subsection (e) ( 1) is in effect, 
shall pay tha.t portion of the tax imposed by 
section 2001 on the gross estate of the de
cedent which is described in paragraph (2) · 

"(2) AMOUNT OF TAX TO BE PArD.-The por
tion of the tax imposed by section 2001 on 
the gross estate of the decedent which is 
described in this paragraph is equal to the 
lesser of-
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"(A) the excess of-
.. (i) the tax imposed by section 2001 on 

such gross estate, over 
"(11) the tax imposed by section 2001 on 

such gross esta,te determined by excluding 
employer securities from such gross estate, 
or 

"(B) the tax imposed by section 2001 on 
such gross estate reduced by the sum of the 
credits allowable against such tax. 

"(c) INSTALLMENT PAYMENTS.-If-
"(1) the executor of the estate of the de

cedent (without regard to this section) may 
elect to have the provisions of section 6166 
or 6166A (relating to extensions of time for 
payment of estate tax where estate consists 
largely of interest in closely held business) 
apply with respect to payment of that por
tion of the tax imposed by section 2001 on 
such estate which is described in subsection 
(b) (2), and 

"(2) the plan administrator files the agree
ment described in subsection (e) (2), 
then the plan administrator may elect, be
fore the time prescribed by section 6075(a) 
for filing the return of such tax, to pay all 
or part of such tax in installments under 
the provisions of section 6166 or 6166A. 

"(d) GUARANTEE OF PAYMENTS.-An em
ployer whose employees are covered by an 
employee stock ownership plan, and who has 
entered into an agreement described in sub
section (e) (2) which is in effect, shall guar
antee the payment of any amount such 
plan is required to pay under subsection 
(b), including any interest payable under 
section 6601 which is attributable to such 
amount. 

"(e) AGREEMENTS.-The agreements de
scribed in this subsection are as follows: 

"(1} A written agreement signed by the 
plan administrator consenting to the appli
cation of subsection (b) to the plan. 

"(2) A written agreement signed by the 
employer whose employees are covered by the 
plan described in subsection (b) consenting 
to the application of subsection (d). 

"(f) DEFINITIONS.-For purposes Of this 
section-

" ( 1} QUALIFIED AMOUNT OF EMPLOYER 
sECURITIES.-The term 'qualified amount of 
employer securities' 'means an amount of 
employer securities the value of which equals 
or exceeds that portion of the tax imposed 
by section 2001 on the gross estate of the 
decedent which is described in subsection 
(b) (2}. 

"(2) EMPLOYER SECURITIES.-The term 'em
ployer securities' has the meaning given 
such term by section 409A ( 1) . 

"(3) EMPLOYEE STOCK OWNERSHIP PLAN.
The term 'employee stock ownership plan' 
has the meaning given such term by section 
4975(e) (7). 

"(4) PLAN ADMINISTRATOR.-The term 'plan 
administrator' has the meaning give such 
term by section 414(g) .". 

(b) EXEMPTION FROM TAX ON PROHmiTED 
TRANSACTIONS.-Subsection (d) of section 
4975 of such code (relating to exemptions 
from the tax on prohibited transactions) is 
amended-

(!) by striking out "or" at the end of para
graph (14), 

(2) by striking out the period at the end 
of paragraph ( 15) and inserting in lieu 
thereof ", or ", and 

(3) by inserting after paragraph (15) the 
following new paragraph: 

" ( 16) any transaction in which employer 
securities are transferred to an employee 
stock ownership plan and the plan (or the 
employer on behalf of the plan) pays that 
portion of the decedent's estate tax described 
in section 2210(b) (2) .". 

(C) CONFORMING AMENDMENTS.-
(!) Section 2002 of such Code (relating to 

11ab111ty for payment of estate tax) is 
amended to read as follows: 

"SEC. 2002. LIABILITY FOR PAYMENT. 
"Except as provided in section 2210, the tax 

imposed by this chapter shall be paid by the 
executor.". 

(2) The table of sections for subchapter 
c of chapter 11 of such Code is amended by 
adding at the end thereof the foll•Jwing: 
"Sec. 2210. Transfer of employer securities to 

an employee stock ownership 
plan.". 

(3) Section 6018 of such Code (relating 
to estate tax returns) is amended by adding 
at the end thereof the following new sub
section: 

"(c) ELECTION UNDER SECTION 2210.-In all 
cases in which subsection (a) requires the 
filing of a return, if an executor elects the 
application of section 2210-

"(1) RETURN BY EXECUTOR.-The return 
which the executor is required to file under 
the provisions of subsection (a) shall be 
made with respect to that portion of estate 
tax imposed by subtitle B which the execu
tor is required to pay. 

"(2) RETURN BY PLAN ADMINISTRATOR.-The 
plan administrator (as defined in section 414 
(g)) shall make a return with respect to that 
portion of the tax imposed by section 2U01 
which the employee stock ownership plan 1s 
required to pay under section 2210(b) .". 

(4) Subsection (j) of section 6163 0f such 
Code (relating to alternate extenswn of time 
for payment of estate tax where estate con
sists largely of interest in closely held busi
ness) is amended by adding at the end there
of the following new paragraph: 

"(5) Payment of estate tax by ~mployee 
stock option plan.-

For provision allowing plan administrator 
to elect to pay a certain portion or the fstate 
tax in installments under the pwvisions of 
this section, see section 2210(0) .". 

(5) Subsection (k) of section 6166A of 
such Code (relating to extension of t1me for 
payment of estate tax where estCJ.te consists 
largely of interest in closely held business) 
is amended by adding at the end thereof the 
following new paragraph: 

"(3) Payment of estate tax by employee 
stock option plan.-

For provision allowing plan administrator 
to elect to pay a certain portion of the estate 
tax in installments under the provisions of 
this section, see section 2210(c) .". 
SEC. 2. EFFECTIVE DATE. 

·The .amendments made by this Act shall 
apply to those estates of decedents which 
are required to file returns on a date (in
cluding any extensions) after December 31, 
1980. 
SEC. 13. USE OF NONVOTING STOCK IN EM

PLOYEE STOCK OWNERSHIP PLANS. 
Section 409A(l) of the Internal Revenue 

Code of 1954 (relating to the definition of 
employer securities) is amended by redesig
nating paragraph (4) as paragraph (5) and 
by inserting after paragraph (3) the follow
ing new paragraph: 

"(4) NONVOTING COMMON STOCK MAY BE 
ACQUIRED IN CERTAIN CASES.-Nonvoting com
mon stock shall be treated as employer se
curities if an employer has a class of non
voting common stock outstanding and the 
specific shares that the plan acquires have 
been issued and outstanding for at least 24 
months.". 
SEc.14. CASH DISTRIBUTIONS FROM AN EM

PLOYEE STOCK OWNERSHIP PLAN. 
Section 409(h) (2) of the Internal Revenue 

Code of 1954 (relating to right to demand 
employer securities) is amended by adding 
the following sentence at the end thereof: 
"In the case of an employer where ownership 
of all outstanding employer securities is re
stricted by the charter or the by-laws of 
such employer to employees, a plan which 
otherwise meets the requirements of section 
4975(e) (7) shall not be considered to have 

failed to meet the requirements of section 
401 (a) merely because it does not permit a 
participant to exercise the right set forth in 
subparagraph (1) (A): provided such plan 
provides that participants entitled to a dis
tribution from the plan shall have a right 
to receive a distribution in cash." 
SEC. 15. PUT OPTION FOR STOCK BONUS PLANS. 

Section 401 (a) (23) of the Internal Reve
nue Code of 1954 (relating to cash distribu
tion option for stock bonus pla.ns) is 
amended-

(1) by striking out "409A(h) (2) ", and 
(2) by inserting in lieu thereof "4<l9A(h): 

provided, however, that for purposes of this 
paragraph employer securities shall mean 
any securities of the employer held by the 
plan." 

SEC. 16. PUT OPTION REQUIREMENTS FOR FI
NANCIAL INSTITUTIONS; PuT OP
TION PERIOD. 

Section 409A(h) of the Internal Revenue 
Code of 1954 (relating to put options for em
ployee stock ownership plans) is amended by 
adding a new paragraph (3) a.t the enct there
of, to read as foHows: 

"(3) ..Speci•al rule for banks -a.nd similar 
financial institutions. In the case of a plan 
es!03.blished and maintained by a bank or a 
similar financial institution wh'ioh is pro
hibited by law from either redeeming or pur
chasing its own securities, the requiremenrts 
of section 409A(h) (1) (B) shall not apply: 
provided such plan proV'ides that participants 
entitled to a distribution from the plan shall 
have a right to receive a distribution in 
cash.". 

"(4) An employer shall be deemed to sat
isfy the requirements of subpamgraph (1) 
(B) if it provides a put option for a period 
of at least 60 days following the date of dds
tribution of stock of the employer and, if the 
put option is not exercised within such 60-
dl.y period, for an additional period of at 
least 60 days in the following plan year as 
provided in regulations promulgated by the 
Secretary. 

SEC. 17. EMPLOYEE STOCK OWNERSHIP PLANS 
PERMITTED FOR "SUBCHAPTER S" 
CORPORATIONS. 

Section 1371 (e) of the Internal Revenue 
Code of 1954 (relating to certain trusts per
mitted as sh&'ehoJders of cert'Biin small busi
ness corporations) is amended by adding a 
new pa,ragraph (4) at the end thereof, to 
read ·as follows : 

"(4) A trust which is a part of a tax credit 
employee stock owner&hip pla,n (as· defined in 
section 409A) or an employee stock owner
shi!) plan (as defined in section 4975(e) (7)). 
For purposes of subsection (a), stock dis
tributed from such plans Slha.ll be 
diSlfegarded." 

SEC. 18. DISTRIBUTION OF EMPLOYER SECURI
TIES FROM A TAX CREDIT EMPLOYEE 
STOCK OWNERSHIP PLAN IN THE 
CASE OF A SALE OF EMPLOYER As
SETS OR STOCK. 

Section 409(d) of the Internal Revenue 
Code of 1954: (relating to distribution of em
ployer securities) is amended by deleting the 
last sentence thereof in its entirety and sub
stituting in lieu thereof the following . 

"To the extent provided in the plan, the 
preceding sentence shall not apply in the 
case of separation from service, death or dis
ab111ty; nor shall it apply in the case of a 
sale of all (or substantially all) of the as
sets of a division of the employer (or a unit 
of such a division), or the sale of all (or 
s•1bstantially all) of the stock of a sub
sidiary of the employer, and the transfer of 
the participant to the direct or indirect em
ployment of the acquiring entity." 
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SEC. 19. NONDISCRIMINATION TESTS APPLI

CABLE TO PLANS PROVIDING FOR A 
CHOICE OF BENEFITS (CAFETERIA 
PLANS) . 

Section 401 (k) (2) (~) of the Internal 
Revenue Code of 1954 (relating to the defini
tion of qualified cash or deferred arrange
ments) is amended to read as follows: 

"(A) under which a covered employee may 
elect to have the employer make payments as 
contributions to a trust under the plan on 
behalf o! the employee, receive such pay
ments directly in cash, or receive such pay
ments as benefits under a cafeteria plan (as 
defined in section 125(d)) ." 
SEC. 20. EFFECTIVE DATE. 

Except as provided in sections 2 and 12, 
the provisions o! this Act shall be effective 
for taxable years beginning after December 
31 , 1980. 

Mr. LONG. Mr. President, I suggest 
the absence of a quorum. 

The ACTING PRESIDENT protem
pore. The clerk will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. SYMMS. Mr. President, I ask 
unanimous consent that the order for the 
quorum call be rescinded. 

The ACTING PRESIDENT pro tern
port. Without objection, it is so ordered. 

CONCLUSION OF MORNING 
BUSINESS 

The ACTING PRESIDENT pro tem
pore. Morning business is closed. 

FIRST CONCURRENT RESOLUTION 
ON THE BUDGET 

The ACTING PRESIDENT protem
pore. Under the previous order, the Sen
ate will now resume consideration of 
Senate Concurrent Resolution 19 and the 
pending amendment by the Senator from 
Ohio (Mr. METZENBAUM) on commodity 
tax credits. 

The Senate resumed consideration of 
Senate Concurrent Resolution 19. 

AMENDMENT NO, 50 

Mr. METZENBAUM. Mr. President, be
fore addressing myself to the specifics 
of the issue before us, I should like to 
talk about a matter of discrimination, 
because what we have in this budget that 
is before the U.S. Senate is a very, very 
discriminatory piece of legislation. It is 
a piece of legislation that says we are 
going to protect some people in society 
and not make them pay their fair share 
of the tax burden; we are going to protect 
certain subsidies; and we are going to 
protect, as was indicated yesterday, the 
water projects in the Western and 
Southern parts of the country and not 
worry about discriminating against the 
Northeast and the Midwest. 

Discrimination in any form, Mr. Presi
dent, is wrong, and this budget is totally 
discriminatory. The security net that this 
budget was supposed to provide does not 
protect the poor and middle-class Amer
icans; it protects the rich and the affluent 
and those who play games in the stock 
market with commodity straddles, those 
who have a special privilege to pay lower 
taxes on growing certain products, than 
it does the American farmer, who pays 
his full share of taxes. 

Mr. President, this is the kind of 
budget that does not make sense. It is the 
kind of budget that causes the people of 
the country to lose confidence in their 
governmental leaders. 

Mr. President, look at the front page 
of the Washington Post today. Right next 
to each other are two columns. One says 
that the Reagan administration is going 
to slash social security benefits. The 
other column says that corporations are 
going to get their taxes cut 50 percent. 

What kind of justification can there be 
for that, what kind of humaneness can 
that be? Where is this crowd coming 
from? How can they be so cruel and in
different and unconcerned about the 
American people? All this talk about pro
duction incentives and supply side eco
nomics-tell that to the poor of the coun
try; tell that to the middle-class Ameri
cans, who will not be able to send their 
kids to college as a consequence of this 
budget. 

Oh, this is a budget that the American 
people have not yet come to understand. 
This is a budget that is iniquitous; this is 
a budget that is inequitable. 

There are those who would say, "Well, 
just give us a chance; the economy is 
going to be better," Oh, yes, it is going 
to be better. Read the top line of the 
Washington Post today: Interest rates 
up to 19.5 percent and going higher, and 
the stock market continuing to tumble. 

OpP.n the paper and look at the chart in 
the Washington Post about how the 
stock m·:~rket has tumbled and tumbled 
and tumbled since April. Why? Because 
the smart people who are in the market
place, the best economists on Wall Street, 
like Henry Kaufman, are saying that this 
budget will not work. 

You can kid yourself; you can even kid 
the American people. But you cannot kid 
the money market and you cannot kid the 
reaUty of the economics of this Nation. 

The amendment that I am offering this 
morning is a tax expenditure amend
ment, but it is not-and I want my 
friends on the other side to get the em
phasis, because when they attempt tore
spond they will probably be talking about 
the fact that this is a tax increase: This 
is not a tax increase amendment, Mr. 
President. This amendment does not 
raise one tax bracket by even so much 
as a tenth of 1 percent. 

It does not remove even one exemp
tion already contained in the law. It 
does not eliminate one zero tax bracket. 
It does not levy 1 penny of new tax au
thority on any person or corporation. 

It simply closes down the notorious 
shell game called the butterfly straddle, 
where appearances have become more 
important than reality and the Internal 
Revenue Service has to spend its time 
looking under the shells for profit, while, 
all the time, the real profit is concealed 
in the magician's pocket. 

Mr. President, it is called a butterfly 
straddle because it has to do with the 
complicated game of puts and calls. But 
it ought to be called a butterfly straddle 
because it makes it possible, as the but
terfly fl;.es away, for $1,300,000,000 of the 
Federal Treasury's funds to fly away 
from the Treasury and never get paid. 

Mr. President, this amendment does 
not raise the tax burden of one hourly 
worker who punches a timeclock. It 
does not raise the taxes for one farmer 
who protects his family's crop value in 
the futures market. 

Mr. President, it does not raise taxes, 
but it does capture them. It collects 
taxes that are now being illegitimately 
sheltered in an elaborate and complexly 
fabr~cated system of puts and calls, short 
and long positions that have nothing to 
do with making a profit, or with specula
tion or with protecting crop values or 
commodity values. 

Mr. President, this is not the first time 
I have raised this issue on the floor of the 
Senate. Five weeks ago, I offered an 
amendment to the budget on the subject 
o! tax expenditures. That amendment 
provoked an extensive debate as to the 
quest~on of timing: Was it or was it not 
the proper time to debate tax expendi
tures in general and to question some 
dubious tax expenditures in particular? 
The sense of the Senate then was that 
we should defer consideration of this is
sue until a later date. 

Mr. President, today is the time to 
consider that issue. Today, we are de
bating a budget resolution that deals 
with revenues, that deals with a deficit, 
that deals with taxes. But this resolution 
contains some very discriminatory pro
visions having to do with tax straddles, 
having to do with capital gains on tim
ber, having to do with a number of other 
areas where the taxes are not fairly met 
nor paid. 

Mr. President, this budget discrlmi
na;tes against the small saver on behalf 
of the commodity straddle wheeler-deal
er. I would not propose in this amend
ment to do anything about those who are 
legitimately in the commodity market 
and who use straddles for 1the purpose of 
hedging their position. That is not the 
thrust of this amendment. I have made 
that clear to every commodity dealer who 
spoke with me. I have made it clear Ito 
every Senator who has spoken with me. I 
have made it clear ·that I am interested 
in the people who play this game o! com
modity straddles in order to avoid pay
ing legitimate 1taxes and not to have. any 
negative impact upon those who legiti
mately use oommodi:ty hedges ·as 'a part 
of ·their business operations. Mr. Presi
dent, I am zeroing in on that crowd of 
people that has nl)thing to do with the 
commodity ma.rket except to use it in 
order to avoid paying taxes. 

Mr. President, this budget discrimi
nates against the average $20,000-a-year 
wage-earning family in favor of the 
$200,000-a-year family. Think of i1t, Mr. 
President: The $200,000-a-year taxpayer 
will save 36 times the amount saved by 
the $20,000-a-year wage earner. 

Think of it: Under this great program 
of tax saving that is being advocated by 
the administraition, that portion of 'the 
taxpaying public that earns less than 
$10,000 a year will have 'their share of 
the tax burden increased 50 percent-
will have their share of the 'tax burden 
increased 50 percent. But thaJt portion of 
the taxpaying public that earns in excess 
of $100,000 a year will have their share 
of the tax burden reduced 25 percent. 
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Who could possibly justify or explain 

that to their consl~ituents? But that is 
-the reality of the budget that is before 
the U.S. Senate. That is the reality of the 
tax program radvoca;ted ·by the adminis
tration. 

This budget discriminates against the 
family farmer. Why discriminate against 
the man who grows cotton, who grows 
corn or soybeans or wheat, in f.avor of 
the conglomerate paper and lumber 
giants? WhaJt poss1ple justification could 
there be for that kind of discrimination? 

This budget discriminates against the 
small machine owner in Cleveland, in 
Detroi:t, in Buff·alo, in favor of the huge 
oil companies. It perpetuates the billion
dollar-a-year tax subsidy of the filet 
mignon and martini business lunch, at 
the cost of huge slashes in the soup and 
sandwich lunches for school kids and 
senior citizens. Who could rightfully and 
wi<th good r.onscience justify that kind of 
discrimination? 

These tax expenditures, all $266 billion 
of them, are employed within this budget 
resolution, and I am not here to say that 
all of them should be challenged; but 
some of them certainly should be 
challenged. 

Even David Stockman said: 
I think that there are some tax expendi

tures that are obsolete, inefficient, or unjusti
fiable. They ought to be eliminated as a mat
ter of good tax policy and as a matter of 
political equity in some general sense
basically, the sense that you are trying to 
articulate here today. 

Those were David Stockman's words 
before the Budget Committee in response 
to my question to him on March 12, 1981. 

However, is there any indjcation in this 
budget that there is any effort to elimi
nate those tax expenditures that are 
obsolete, ine:fficient, and unjustifiable? 
Not one penny. 

Today, I hope we can remedy one of 
those discriminatory advantages, be
cause we have the strong recommenda
tion of the Treasury Department to do 
away with a useless and costly tax ex
penditure, and it is in that respect that 
I offer this am~mdment that is before 
the Senate. The Treasury Department 
already has addressed itself to this issue. 
I raised the issue with Mr. Regan, the 
Secretary of the Treasury, when he was 
before our committee. 

My amendment would close that very 
issue to which we spoke in the committee, 
the one having to do with the so-called 
commodity straddle tax shelter, perhaps 
the most blatant, the most useless, the 
most nonproductive way ever devised bY 
high-priced tax lawYers to helo very, very 
wealthy people avoid paying their taxes. 

Pending in the Senate is proposed 
legislation to do that very thing; and 
that measure, offered by Senator MoY
NIHAN, which I have cosponsored. would 
eliminate that commodity straddle. 

As a matter of fact, a week ago, the 
Treasury Department endorsed the idea 
of legislation to eliminate commodity tax 
straddles. 

The Assistant Secretary for Tax Policy, 
John Chapeton, told the House Ways and 
Means Committee: 

The use of commodities and commodities 
futures in various tax avoidance schemes 
raises very serious problems tn the admints-

tration of the tax laws. We believe a legis
lative solution is necessary to curtail these 
abuses. We estimate the revenue loss will be 
$1.3 billion in 1981. Decisive and clear-cut 
action Ls needed to stop these tax avoidance 
schemes. The use of these transactions to 
defer the payment of tax and to convert 
ordinary income to long-term capital gain 
must be eliminated. 

The ACTING PRESIDENT pro tem
pore. The Chair informs the Senator that 
he has used 15 minutes. 

Mr. M~TZENBAUM. Mr. President, I 
ask unammous consent that 5 minutes of 
the time allocated to the Senator from 
Ohio with respect to the issue of capital 
gains be allowed me at this point. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

Mr. METZENBAUM. Mr. President, 
what I am saying is this: The Treasury 
Department already has come out for 
this issue. The Treasury Department is 
on the side of this amendment. All we 
are saying with this amendment is that 
since the Treasury is pushing for it and 
since the Members of the majority party 
seem to stand up and salute for every
thing the administration wants, it is 
reasonable to assume that the majority 
will enact that legislation, which the ad
ministration is advocating. 

If that be the case, why should we not 
have some independence of spirit and 
cover the point in this budget resolution 
before the Senate? It is going to happen. 
Whv do we not do it? Or, do we have 
to have somebody call us up and say, 
"Now is the time for you to vote to elim
inate the commodity straddle"? Can we 
not do it on our own? The Treasury De
partment is advocating it. 

Yesterday, the National Taxpayers 
Union advocated an amendment that the 
Senator from Ohio offered, and you 
turned it down. Today, the Treasury 
Department is advocating this elimina
tion of $1.3 billion in tax expenditures. 
Why can you not include it in this budget 
resolution? 

Mr. President, I reserve the remainder 
of my time. 

The ACTING PRESIDENT protem
pore. Who yields time? 

Mr. SYMMS. I yield myself 5 minutes 
from the time of the majority on the 
amendment. 

Mr. President, I rise today in opposi
tion to the proposal made by Senator 
METZENBAUM because it would do far more 
harm than good to our economy, and 
particularly to the agricultural segment 
of the economy. 

To understand why this proposal 
would be injurious to the futures mar
ket, and subsequently to the agricultural 
community, it is important to have a 
basic understanding of those markets. 

The principal economic purpose of the 
futures market is to provide a place for 
a producer or commercial user to trans
fer risk to someone else. 

It allows the farmer or the grain ele
vator to sell his grain at a definite price 
before the crop is ready for delivery to 
market, and at the same time, allows the 
miller or the processor to purchase today 
their future needs at a certain price. 

A secondary purpose of the market is 
to provide pricing information for com
modities at a future point in time. 

Both of these functions are very im
portant to the production, processing, 
marketing, and distribution of agricul
tural, as well as many other commodities. 

There are two basic categories of trad
ers in the futures market: The commer
cial .trader, either the producer or user 
of a commodity who is hedging, and the 
speculator, who assumes some of the risk 
that the commercial hedger is transfer
ring. 

If there were commercial users who 
were willing to buy the same amount of 
a commodity being offered by the pro
ducer at the offered price, theoretically 
there would be no need for the specula
tor. But in the real world, there is an im
balance between buyers and sellers and 
the speculator is there to fill the gap. 

The speculator also adds capital to the 
market-making prices less volatile. It is 
axiomatic to the market that the more 
competing bids and offers there are, the 
narrower the price range of trading. 

Speculators fall into three categories
position traders, daily position traders 
who take position for short periods of 
ti.me, called "scalpers," and spread 
traders. Of these three categories, 
sca~.pers and spreaders are, by far, the 
most productive contributors of liquidity 
and, between them, spreaders are the 
most important. 

In fact, s:t:read trading may constitute 
about 50 percent of the daily trade vol
ume in some m9.rkets-trading whi.ch for 
the most part is motivated solely for 
economic reasons, not for tax purposes. 

Furthermore. the largest portion of the 
liquidity contributed to the market by 
the scalpers and spreaders come from 
"locals"-those who trade on the floor 
of the exchange. 

The spread trader provides initially 
all of the market liquidity for the for
ward or "out" delivery months. It is a 
fundamental fact in the .futures market 
that the largest transaction activity oc
curs in the close or nearby deli very 
months largely because there is more 
certainty. 

Generally, the further away the de
livery month, the Jess trading activity 
and thus the less linuidity. Therefore, a 
commercial hedger who needs to buv or 
sell in a distant delivery month would 
not be able to effectively do so if it were 
not for spreaders. 

They will take the risk because at the 
same time they have offset their position 
with an equal amount of the commodity 
in a different delivery month. 

Contrarv to representations being 
made by Senator METZENBAUM, the pro
posed chang-es would change the tax 
tre?tment of a11 s:oeculative spreads, even 
if the motivation for putting on the 
spread is solelv economic and even if the 
spread trader makes his living on an 
exchange floor trading spreads and other 
commodity futures. 

Statements bv Senator M"F-T?:EN'I'lAUM 
that his proposal would only affect "but
terfly" spreads and spre9.ds sold to the 
general public as tax shelters reflect a 
lack of understanding of the ramifica
tions of his proposal. 

If enacted, the prooosed changes would 
drive millions of dollars of legitimate 
day-to-day speculative capital from the 
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futures market. This in turn would mean 
less liquid markets resulting in lower 
prices to producers and higher prices to 
users. 

In fact, it is my understanding, that 
the tax straddle provides approximately 
80 percent of the liquidity in the market. 

The Metzenbaum proposal would drive 
speculative capital from the markets be
cause the day-to-day trader in the fu
tures market will not take the extreme 
risk involved in trading futures if gains 
are taxed at a rate of up to 70 percent 
and in a bad year only $3,000 of losses are 
deductible against any ordinary income 
the trader may have. 

The speculator in futures markets
be he a position trader, daily trader or a 
spread trader-will not take the great 
risk of trading futures unless there is an 
opportunity to average income by mov
ing income forward and unless he has a 
reasonably good chance of obtaining 
long-term capital gains on some trades. 

While most of the day-to-day traders 
transactions are motivated by economic 
considerations he does use spreads for 
tax planning and to mitigate the severe 
impact of the high tax rates on gains 
and the limitation on losses. 

The proposals would deny any such 
opportunity and drive him from the 
market. 

The tax benefits for commodity traders 
are not much different than those given 
to those investing in other segments of 
the economy-oil and gas, timber, real 
estate, and equipment leasing, et cetera. 
Like these other investors, the commod
ity speculator benefits the public by as
suming a risk for producers and users of 
commodities and, at the same time, 
keeping the prices of these commodities 
less volatile and ultimately lower to the 
consuming public. 

In addition to the adverse market ef
fects of the proposed changes, there are 
some significant technical problems. For 
example, since the proposals would treat 
all speculative spreads alike, it would be 
a nightmare for the day-to-day com
modity trader, who trades thousands of 
spreads each year, to trace through his 
spreads to determine the tax ramifica
tions. The same nightmare might also be 
true for the IRS revenue agent who has 
to audit the tax returns involved. 

I am in agreement that there are some 
cases of tax abuses because of the present 
tax treatment of spreads and I am in 
favor of addressing this problem. 

However, the proposal suggested today 
~s too drastic in that it has a devastating 
Impact on trading for legitimate eco
nomic purposes. 

If we want to leave the budget reso
lution as the Budget Committee has 
brought it to the Senate then we should 
vote against and reject the amendment. 

Mr. President, I reserve the remainder 
of my time. 
. Are there any other Members on this 

side who request time? 
The ACTING PRESIDENT pro tem

pore. Who yields time? 
Mr. METZENBAUM. Mr. President, I 

yield myself the remainder of the time 
that I have remaining. 

The ACTING PRESIDENT pro tem
pore. The Senator from Ohio is recog
nized. 

Mr. METZENBAUM. Mr. President, 
how much time is that? 

The ACTING PRESIDENT pro tem
pore. There are 2 minutes exactly 
remaining. 

Mr. METZENBAUM. Mr. President, 
just as I predicted, my good friend speak
ing in opposition to this amendment in
dicated that it would raise taxes. It does 
not raise taxes. It does not raise taxes 
1 cent for anyone who should legitimately 
be paying his taxes. 

What it does is it says that some peo
ple who are not paying their fair share 
of the taxes and who have a discrimina
tory advantage over all the other mem
bers of society who pay their fair share 
of taxes should get in the swim. 

It completely accords with the Presi
dent's view that the budget should be fair 
and equitable, and saying that someone 
who is not paying any taxes should pay 
his fair taxes is hardly what I would con
sider to be raising taxes. 

The farmers will not pay any more. 
The people who deal in commodities will 
not pay any more because I am prepared 
to work out that kind of an amendment, 
and I have made that position very clear 
to the Senator from Idaho. 

The fact is I do not want those people 
to pay any more. But there is not any 
logical reason for those people who are 
playing games-the Treasury Depart
ment says this $1.3 billion we should 
pick up. 

Mr. SYMMS. Mr. President, the fact 
of the matter is that in the Senator's 
amendment, the recommended level of 
Federal revenues is as follows: $651.6 
billion for fiscal year 1982. 

The ACTING PRESIDENT pro tem
pore. The Senator will suspend. The 2 
minutes of the Senator from Ohio have 
now expired. 

Who yields time? 
Mr. SYMMS. Mr. President, I yield 

myself such time as I might need. 
. The ACTING PRESIDENT pro tem
pore. The Chair recognizes the Senator 
from Idaho. 

Mr. SYMMS. My good friend from 
Ohio knows that if his amendment is 
passed the revenue assumption in this 
resolution will be changed for fiscal year 
1982 from $650.3 billion to $651.6 billion. 

That is an increase in taxes. This 
would have to be addressed by the tax 
writing committee, the Finance Com
mittee of the Senate. 

There is no opp03ition to the merits of 
the instance that the Senator c:tes where 
there is someone who makes money on 
say a real estate transaction and puts 
it into the commodity markets to avoid 
paying taxes. 

There is no argument on the part of 
the Treasury or the Senator from Idaho 
or any other Member of this Chamber. 

But what the Senator is talking about 
is he is comparing apples with oranges. 
If we pass his amendment today, we 
would have to go back to some other 
place in the tax code and give up $1.3 
billion in tax cuts for the taxpayers .of 
this country. 

The Senator well knows when we de
bated this in the comrp.ittee that he was 
equating hedges with butterfly straddles. 
They are completely d;fferent things·. A 
butterfly straddle is one thing. 

A legitimate hedge is something else, 
where the farmer sells to the grain ele
vator and the grain elevator sells com
modities into the future to offset that. 
Then he finds out that, say, September 
was not a good month, so he rolls those 
forward to November or on into the next 
year. We have people who hold positions 
both long and short in order to provide 
liquidity for that agricultural market. 

If we do not have buyers and sellers, 
instead of having a steady prlce on, say, 
soybeans, wheat, and corn, we would 
have prices fluctuating up and down. 
Then what happens to the farmer? The 
farmer ends up selling low, and the spe
culators end up seli:ng high. The farmer 
loses, and we have lower commodity 
prices at the farm that hurt people also. 

Mr. METZENBAUM. Mr. President, 
will the Senator yield? 

Mr. SYMMS. I am happy to yield to 
the Senator from Ohio. 

Mr. METZENBAUM. Mr. President, 
this is a question. Will the Senator from 
Idaho agree that revenue loss in this 
matter is $1.3 billion according to the 
Treasury? 

Mr. SYMMS. The Senator's phrase of 
tax expenditures always marvels me, and 
I know the Senator is sincere in this, but 
when we talk of tax expenditures around 
this Chamber it is as though the Govern
ment owns the money in the first place 
and the taxpayer did not earn the money 
legitimately in the first place. 

A legitimate hedger on the floor of the 
Board of Trade in Chicago may be long 
and short 2 different months on, say, 
wheat or corn, or whatever the com
modity is, and in his so doing he is pro
viding the liquidity for the producer. 

A lot of the revenue the Senator is 
talking about simply is money where the 
trader is short on one side and long on 
the other. So he has had losses on one 
side and gains on the other. These legi
timate transactions are part of the $1.3 
billion. I would challenge whether we 
really know or not how much money 
would have been paid in taxes that is 
not eventually paid anyway. 

There is another point that the Sena
tor often forgets. This taxpayer may roll 
the taxes forward 1 year and pay the 
taxes the next year. 

Mr. METZENBAUM. I have to say, 
then, the Senator is questioning the 
Treasury Department because their 
statement is, "We estimate the revenue 
loss wiJI be $1.3 billion in 1981," and 
they say that, "The Treasury believes 
that legislative action is necessary to 
stem the growing use of commodities and 
commodity-related transactions for tax 
avoidance purposes." 

The Senator from Idaho knows that 
I have made it very clear to him and I 
am prepared to work out language to 
take care of the legitimate concerns of 
the farmer; is that not correct? 

Mr. SYMMS. That is correct, but I just 
say to mv friend from Ohi.o that there is 
a proper place to do this. I think we 
should do it, and the Treasury is in favor 
of doing it. There is no opposition from 
the Senator from Idaho and others to go 
after the particular instance that the 
Senator from Ohio is citing, but if we in 
fact accept his amendment here to
day, then the Finance Committee of the 
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Senate will be bound by a $1.3 billion 
h.i~:;J.!cr re.,:enue iioor. I do not think that 
we can demonstrate at this point in time 
that this amendment would not outlaw 
the legitimate hedger. It would be a mis
take for this Senate and the House of 
Representatives and Congress to pass 
legislation which interfered with the 
very, very fine operation we have in 
agricultural marketing in this country 
by diminishing the liquidity and price 
discovery of trading in these commodi
ties. 

It would be devastating to a whole 
sector of our economy. This affects mil
lions and millions of American workers 
who earn their living on the farms of 
this country, in the field, in the forests, 
and in the mines of this country. 

This amendment is totally inappropri
ate today, and it raises taxes by $1.3 
billion. 

Mr. METZENBAUM. Mr. President, 
would the Senator from Idaho like to 
reduce the deficit by $1.3 billion? 

Mr. SYMMS. The Senator from Idaho 
would love to do that. But I would like 
to explain why these tax-shelter uses of 
legitimate market activity have come 
about. We have a 70 percent top tax rate 
today on what they call unearned ln
come, which is investment income. 

Mr. METZENBAUM. No. 
Mr. SYMMS. It is no wonder people 

are looktng for wavs to shelter income. 
Mr. METZENBAUM. You pay zero if 

you are in the commodity market, you 
pay zero. 

Mr. SYMMS. I would say to the Sena
tor from Ohto if we reduce the marginal 
rates of taxation in this countrv, there 
may not be $1.3 billton of tax abuse as 
claimed by the Senator. These oeople 
woHld have no incentive to look for tax 
loopholP~~ -

There is a wh~1e corns of peo1;>le out 
here in the accountJng field and in the 
law field. trying to help people figure out 
ways to delay taxes or reduce the burden 
of taxatlon because they have high in
comes. If we reduce the marginal rates 
these tax abuse problems will diminish 
significantly. 

Mr. METZENBAUM. I gather the Sen
ator from Idaho is suggesting that people 
love to pay taxes at the 50-percent rate 
but avoid paving them at the 70-percent 
rate: is that the Senator's statement? 

Mr. SYMMS. Thev love it less at 70 
percent than at 50 percent. 

Mr. METZENBAUM. I guess they 
would love ~0 nercent better or even zero. 

Mr. SYMMS. I think they would love 
30 percent much better. 

The ACTING PRESIDENT pro tem
pore. Who yields time? 

Mr. METZENBAUM. Mr. President, I 
yield the Senator from New York 2 min
utes. 

The PRESIDING OFFICER. Without 
objection. it is so ordered. 

Mr. MOYNffiAN. Mr. President, I 
thank the Chair. I tha.nk my friend from 
Ohio. I am happy to join him here, as I 
have in the Budget Committee on num
erous occaslons, to support the commod
ity tax straddles legislation. 

I have introduced le!;islation in this 
Congress which would bring to our 
Treasury $1.3 billion a year of avoided 

taxes; taxes not taken, in any sense, on 
profitably or gainfully invested capital. 

Mr. President, in the interval since the 
legislation was introduced in January 
there has been an important event. The 
Assistant Secretary for Tax Policy of the 
new administration, the Honorable John 
B. Chapeton, hns announced the Reagan 
adm~nistration's support for legislation 
achieving this end. So we now know that 
two successive administrations have 
agreed that, clearly, this is something in 
the interest of our budgetary situation; 
but I should like to suggest, and I think 
the Senator from Ohio would agree, that 
something much more important is in
volved. That is the integrity of our tax 
system. This matter is on the verge of 
becoming a national scandal. While it is 
still within our power to control it, we 
ought to do it. 

Mr. President, tax straddles can be 
used to defer income taxes indefinitely. 
One man who sold a closely-held busi
ness at a $10 million profit in 1976 still 
has not paid taxes on that income. They 
can be used to convert income that 
would be taxed at ordinary rates into 
capital gains that are taxed at 40 percent 
of the ordinary rates. Alternately, they 
are a tax free loan. 

The only thing thr~t prevents stradd[es 
from becoming an epidemic is that they 
are very complicated transactions. If 
they were easier to understand, they 
would be as attractive to the general 
public as money market funds. One 
would have to be a fool not to use them. 

Tax straddlers distort the operation of 
the commodities markets. I quote from 
a Department of Agriculture publication: 

There is evidence of a large use of futures 
trading for the purpose of postponing, re
ducing, or even completely avoiding payment 
of income tax on profits derived either from 
such trading or from other sources. The fact 
that profits from some futures transactions 
can, by application of certain novel trading 
and accounting procedures, be made com
pletely tax exempt, is inducing persons to 
trade in commodity futures who otherwise 
would confine their activities to other fields. 

Those who are using the markets for tax 
reduction purposes add nothing to the dig
nity or usefulness of an institution dedicated 
to the marketing of agricultural products. 

In this discussion no consideration is given 
to the legality or desirab111ty of such transac
tions from an income tax point of view. The 
point under consideration here is the effect 
of such activities on the functioning of the 
commodity marketing system. It is believed 
that such operations are now on a scale 
which warrants the concern of those who 
use the markets for their intended purpose 
of facmtating the distribution of agricul
tural products. 

Former Assistant Secretary of the 
Treasury Lubick tells an interesting 
story. He wrote me last December about 
a limited pafltnm•.slh~p th~t had been set 
up with almost a 100 partners to trade 
in commodities and produce tax losses 
for the partners. 

In its :first full year of operation, the 
partnership produced $46 million in 
losses. "Such dismal results so impressed 
investors," Lubick wrote-

That the oartnership doubled in size the 
following year, and investor interest proved 
fully justified. The enlarged partnership pro
ceeded to lose close to $70 mlllion. 

In the meantime, the partnership's 
activit~es showed a remarkable dichot
omy. The losses were matched by long
term gains of about equal size. However, 
these gains were not taxable until later 
years and then at the low rates for capi
tal gains income. 

Shortly after Secretary Lubick wrote, 
he got a series of telephone calls from 
angry taxpayers who complained that 
Lubick should not have disclosed infor
mation about their tax returns. None of 
the individuals who called was involved 
in the partnership in question. 

So there may be much more straddling 
through limited partnerships than was 
at first believed. 

Two administrations, the present Re
publican and the previous Democratic, 
have called for action on straddles. This 
is not a party issue. 

Mr. President, in order that the gen
eral public may have access to the views 
of the Treasury Department at this mo
ment, I ask unanimous consent that 
there be printed in the RECORD a state
ment by ~~crct::v1-y Chapetton regarding 
tax straddles. 

There being no objection, the state
ment was ordered to be printed in the 
RECORD, as follows: 

STATEMENT OF THE HONORABLE JOHN B. 
CHAPETON 

Mr. Chairman and Members of the Com
mittee: 

I am pleased to appear .before you today 
to offer the views of the Treasury Depart
ment on the growing use of transactions in
volving commodities, commodities futures, 
and financial futures for tax avoidance pur
poses. Although the Treasury De'1artment is 
prepared to offer recommendations for legis
lation to curb the emerging pattern of abuse 
from these transactions, I must stress that 
our principal focus has been, and continues 
to be, on the economic program of the Pres
ident and on the tax proposals which are a 
part of that program. Our comments on the 
use of commodities and futures transactions 
for tax avoidance purposes, and the recom
mendations that we make, must be under
stood as secondary in importance to the 
overwhelming need for swift and decisive 
action on the President's program. As you 
are aware. we ha1re refmested that congres
sional action with respect to tax measures 
other than the President's urogram be de
ferred until the comPletion of legislative ac
tion on the economic package. 

The views which are set forth in this state
ment re!)resent the views of the Treasury 
De..,artment alone. Due to the lack of time, 
we have not obtained the advice of the Office 
of Mana~ement an1 Budget on the relation
shi!> of our proposals to the program of the 
President. 

The use of commodities and commodities 
futures in various tax avoidance schemes 
raises very s':lrious prol)lems in the adminis
tration of the tax laws.1 As the Internal 

1 In my testimony today, I have assumed 
that taxpayers can successfully maintain 
that they are entitled to certain tax benefits 
as a result of engaging in these transactions. 
Jn fact, the Internal R.evenue Service has 
taken a contrary position on many of these 
iss11es and litigation is nresent.ly being main
tained in the courts. This litigation is pro
ceeding on the basis of several theories any 
one of which, if successful. would deny the 
taxpayers the favorable tax conseouences 
which they claim. The lenooth of t.lme needed 
to achieve a judicial resolution of these is
sues to a. degree Sltfficient to prevent tax
payers from claiming the tax benefits of 
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Revenue Service has focused more attention 
on these transactions, the magnitude and 
depth of the problem have become readily 
apparent. For example, when one of the 
eight Service groups that deal with com
modities related transactions was asked re
cently to produce some examples of major 
tl'ansactions in commodities currently under 
audit, this sample of returns alone disclosed, 
in the aggregate, one quarter of a billion 
dollars in losses being questioned. 

I. BACKGROUND ON THE OPERATION OF THE 
FUTURES MARKETS 

In order to appreciate the difficulties raised 
by commodities and other futures transac
tions, it is helpful to understand the opera
tion of the futures markets in general. These 
markets, and the instruments which are 
traded on these markets, are totally unlike 
the stock and securities markets with which 
most of us are fam1liar. As will be described 
in more detail later, all commodities futures 
positions are "marked to market" on a daily 
basis, and actual cash will be either paid or 
received in respect of an increase or decrease 
in the market value of a position in the com
modities futures market. 

A commodities futures contract is a stand
ardized, interchangeable, executory contract 
either to purchase or to sell a specified quan
tity of a. particular commodity at a specified 
time in the future at a fixed price. This con
tract is not an option-it is a binding, bi
lateral agreement for a transaction to occur 
in the future . The person who will receive 
delivery of the specified quantity and grade 
of the commodity in a particular month (the 
"delivery month") upon full payment of the 
contract price is referred to as being in a 
"long" position. The person who will make 
delivery of the commodity in the delivery 
month is referred to as being in a "short" 
position. A "straddle" is a position in which 
a. person simultaneously holds both a long 
and a short position, ordinarily in the same 
commodity, but in different delivery months 
(e.g., June '81 silver and August '81 silver). 

Futures contracts may be set~led by deliv
ery or by taking an opposite or offsetting 
position in the futures market. Very few fu
tures are held to :maturity and virtually all 
are offset by the holder entering into an op
posite position prior to the maturity date. 
For example, the holder of a long position in 
December silver may elect, at any time prior 
to the receipt of delivery, to enter into a con
tract to sell December silver, thereby off
setting his December long position. 

A clearinghouse for each exchange guaran
tees performance on all futures contracts. 
Every day, once the accuracy of all of the 
transactions on the exchange is verified, the 
clearinghouse of the exchange becomes the 
buyer for everyone who has sold a contract 
and the seller for everyone who has bought a 
contract. This enab!es the individual trader 
to liquidate particular contracts with ease 
because the purchase of an offsetting posi
tion is automatically matched against the 
previously held contract, and both are can
celled. 

A person who enters into a futures con
tract, for example, a long contract for Oc
tober 82 silver, is not required to pay the full 
contract price until the delivery date in Oc
tober 1982. The person is, however, required 
to deposit original margin funds with the 
broker, in an amount at least equal to the 
minimum set by the exchange for that posi
tion. This initial margin is a form of "earn
est money." In addition to the original mar
gin, the person may be required to put up 

these transactions on their returns may be 
quite long. Accordingly, we believe that a 
legislative solution to these questions is 
necessary to curtail these abuses. We are 
confident that the Internal Revenne Service 
wm ultimately prevail in the litigation, 
however. 

additional margin, in cash, which is known 
as "variation margin." The amount of varia
tion margin for any one contract on a given 
day is a !'unction of the amount and direc
tion of the daily price move. 

At the end of each day, a committee (the 
"Committee on Quotations") for each ex
change on which futures trading occurs sets 
the "settlement prices" for each contract for 
that day. A settlement price is determined 
for every contract on the exchange, even 
though there may not have been any trades 
in the contract that day. The settlement 
price is then used by all clearing member 
firms on the exchange to determine the 
amount of variation margin that they are 
required to pay to, or that is credited to 
their account with, the clearinghouse in re
spect of their open customer positions. Each 
commission house thus receives cash from 
the clearinghouse which it, in turn, uses to 
pay out, in cash, the profits earned that day 
by its customers. Similarly, the commiEsion 
house must pay from its own funds, or cus
tomer funds obtained by a margin call, any 
losses sustained that day by customers. 

Generally, any additional variation margin 
is required to be paid, in cash, before the 
opening of trading the next day. If the mem
ber firm is entitled to receive variation mar
gin, the excess is generally available on the 
day following calculation of the settlement 
price. Thus, if a person buys one Treasury bill 
futures contract for delivery of December 81 
Treasury bills (the standard contract pro
vides for delivery of aU million face amount 
of 90 day bills) at 87.30 and the ~ettlement 
price reaches 87 .50, the person will be entitled 
to receive $500 in cash (the variation margin 
required for this contract is $25 per point). 
II. USE OF COMMODITIES AND FUTURES CON-

TRACTS FOR TAX AVOIDANCE PURPOSES 

Taxpayers are currently engaged in an 
.astonishing variety of transactions, whose 
principal purpose is tax avoidance, involving 
commodities (e.g., silver, soybeans, Treasury 
bills) and futures contracts for commodities. 
Although a strict categorization of these 
transactions is difficult, we have grouped 
them into five basic classes for purposes of 
analysis: 

"Straddle transactions involving balanced 
positions in particular commodities. A tax
payer will enter into a futures contract 
obligating him to purchase a given quantity 
of a commodity in some future month and 
also enter into a futures contract obligating 
him to sell the same quantity of the com
modity for a closely related commodity) in 
some other future month. These transac
tions present the opportunity both to defer 
the payment of tax and to convert short 
term capital gain to long term capital gain. 

"Cash and carry transactions. The tax
payer simultaneously acquires the actual 
commodity and contracts to sell the same 
quantity of the commodity in a future 
month. This is most effective with commodi
ties in which the price difference between 
the months (the "spread") is primarily a 
function of the cost of carrying the com
modity. In addition to deferral, this trans
action permits the conversion of ordinary 
income to long term capital gain. 

"Transact.ions involving Treasury bllls and 
Treasury bill futures contracts. These trans
actions allow for both deferral and conver
sion of ordinary income to long term capital 
gain by capitalizing on the difference, for 
tax purposes, between a Treasury bill (not 
a capital asc:;et) and a futures contract for 
a Treasurv bill (a capital asset) . 

"Utilizing a provision of the Tnternal Rev
enue Code permitting dealers in securities to 
identify and segregate certain assets as held 
for "investment." and thus eligible for treat
ment as a caoital asset. These transactions 
also involve both conversion and deferral. 

"Straddle transactions which permit the 
recognition of an ordinary loss and an off-

setting capital gain through manipulation 
of the "sale or exchange" requirement. This 
transaction is used to convert ordinary in
come into long term capital gain." 

The most widely publicized of these tech
niques is the commodities straddle. As de
scribed above, the taxpayer contracts to en
ter into both a "long" and a "short" posi
tion in a commodity. Because the long and 
short positions are in different delivery 
months, the contracts do not automatically 
cancel each other with the clearinghouse. 
The offsetting contracts generally cover the 
identical commodity (e.g., short June sil
ver-silver to be delivered in June-and 
long August silver) but may often involve 
the same commodity in a physically altered 
form (e.g., soybeans and soybean meal) or 
two or more commodities whose price move
ments are known to be highly correlated. 

In a straddle transaction, the taxpayer's 
economic risk is not measured by the price 
change in the underlying commodity; a 
given price change will produce a gain in 
one position and a loss in the other. Rather, 
the risk in a straddle is a function of a 
change in the !Price relationship between the 
different delivery months. If the spread be
tween the months remains stable, a move
ment (up or down) in the price of the un
derlying commodity will produce an unre
alized gain in one position and an unreal
ized loss of approximately the same magni
tude in the offsetting position. The effect is 
not unlike the movement of a child's seasaw. 

In straddle transactions, the magnitude of 
the tax loss claimed in the first year sub
stantially exceeds the overall economic loss 
inherent in the straddle position. Moreover, 
there is no impediment to achieving an in
definite deferral of the gain through the use 
of a series of such transactions in each year. 
The benefit derived from a simple straddle 
transaction is the ab1lity to defer, or roll 
over, an amount of gain from one tax year 
to the next. The value of such a deferral can 
be viewed as a tax free loan from the gov
ernment in an amount equal to the tax that 
would otherwise be due. 

In addition to mere deferral, however, tax 
straddles can be used to convert short term 
capital gain into long term capital gain. In 
order to accom;plish this objective the strad
dle position containing the unrealized gain 
must be the long position and the long must 
be held for at least 6 months. A short posi
tion (i.e., a contract requiring the holder to 
make delivery) will always produce short 
term capital gain or loss. If an appreciated 
long position is held for six months and 
thereafter sold at a gain, the gain will be 
long term. 

The ideal commodity in which to place a 
tax straddle is one with significant volatil
ity in the price of the underlying commod
ity, but a relatively stable price spread be
tween delivery months. A taxpayer entering 
into a straddle in such a commodity waits 
for the eX!Pected price movement in the un
derlying commodity (either up or down), 
sells the loss leg (maintaining the position 
having the offsetting unrealized gain), and 
claims the full amount of the loss for tax 
purposes. In order to maintain the same 
minimal risk position, the taxpayer will im
mediately purchase a position identical to 
the one just sold (long or short, as the case 
may be) in the same commodity but in a 
different delivery month. 

Although the use of precious metals fu
tures contracts is widely publicized as a me
dium for tax straddles, the opportunity for 
deferral and conversion is present in trading 
in obher nonag-ricultural , and agricultural, 
commodities. The requirements for a good 
st raddle vehicle are met by any commodity 
with a sufficiently volatile price, spreads be
tween months that closely reflect carrying 
costs, and sufficient market liquidity so that 
contracts can easily be entered into and off
set. 
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As an example of a typical straddle, a tax

payer may be both long June 1981 and short 
August 1981 silver. When the taxpayer ex
periences a loss in his June 1981 silver posi
tion which meets his requirements for a tax 
loss, he will liquidate that position and will 
purchase another long position, possibly in 
February 1982 silver. He will remain in a 
straddle position (protected against price 
movements in the underlying commodity) 
::.nd can d'ispose of both legs in the following 
tax year, yet he may claim a tax loss on his 
1980 return attributable to the sale of the 
June 1981 position. The wash sale rules, 
which generally apply to the sale at a loss 
and repurchase within 30 days of substan
tially identical stock and securities, do not 
apnly to transac·tions in commodities futures. 

The risk of loss in a straddle transaction 
may be further minimized through the use 
of the so-called "butterfly" straddle. A but
terfly straddle actually involves the purchase 
of two offsetting straddle positions; four 
contracts in all. In addition to the long 
June 81-short August 81 silver straddle de
scribed above, the taxpayer utilizing a but
terfly straddle may purchase another strad
dle in which he is short August 81 and lcng 
October 81 silver. (The taxpayer's overall 
position is as follows : 1 long contract for 
June 1981 silver, 2 short contracts for Au
gust 1981 silver, 1 long contract for October 
1981 silver). For a taxpayer in this pos'itlon, 
any loss attributable to a change in the 
spread between months experienced with re
spect. to one straddle position wlll be almost 
entirely offset by a gain attributable to the 
same change in the spread in the second 
straddle position. The spreads will move in 
the opposite direction from each other, but 
in approximately the same amount, thus re
ducing the economic risk attributable to 
a lack of stability in the spread between 
delivery months. 

The Internal Revenue Service, in 1977, 
ruled that a loss in a silver straddle is not 
a deductible loss for federal income tax pur
poses. Rev. Rul. 77-185, 1977-1 C.B. 48. The 
ruling was not limited to butterfly straddles. 
The Service has applied a similar analysis 
in the case of losses claimed with respect · 
to straddles involving other commodities. 
Rev. Rul. 78-414, 1978-2 C.B. 213 (straddle 
transactions in futures contracts covering 
Tren sury bills) . 

The second basic category of transactions 
which we have identified: as used for tax 
avoidance purposes are those referred to as 
cash e.nd c!llrry transactions. A oasth and carry 
transaction afforts the taxpayer the oppoT
tunity both to defer the ·payment of income 
taxes and also to convert ordinary income 
(tax.able at a maximum 70 percent Mte) into 
long term capital gain (taxable at a maxi
mum 28 percent rate). rn the cash and ca.rry 
transaction, the taxp•ayer acquires the actual 
commodity (e.g., silver) and simultaneously 
enters into a contract for the delivery of 
the same quantity of the commodity (a 
"short") more than one year hence. This 
transaction usually involves commodities in 
which the spread between the price of the 
actual commodity and the price for the fu
tures contract is genernlly a fuzwtton of the 
costs of carrying the commodity ·to the de
livery month: storage charges, insurance, and 
an interest factor. 

Thus, the spread acts to compensate the 
holder for the market's evaluation of the cost 
of oarrying the commodity. Generally, this 
spread will not inc·rease above the full car
rying costs. To the extent that it does at 
any given poin.t in time, arb.1Jtrageurs enter 
the market to profit from the disparity, 
causing the market to return to the equillb
rium r~lationship ·between the spread and 
the actual carrying charges. The taxpayer 
holding the aotual commodiJty me.y claim 
current deductions for the CO<\It of s+orage, 
insurance, and interest :paid on the indebt
edness incurred to carry the commodity even 

though the spread compensart;es him for these 
costs. AfJter a year, if the price of the under
lying commodity has risen above the con
tract price for the shon position, the actual 
commodity can be sold and the gain re
ported ·as a long term capital gain (there will 
Mso be a short term ca.pi·tal loss when the 
futures contract is offset.) 

U the spot price is not in ex<:ess of the 
contract price of the short position, the tax
payer can deliver the physical commodi·ty 
against his obligation under the short posi
tion. In either case, the gain from the sale 
or exchange of the commodity w111 be re
ported as a long term capital gain and the 
amount of the net ga.in will be substantially 
equal to the sum of the in-terest, storage, 
and insurance charges claimed as current 
deductions by the taxpayer. Thus, the tax
payer will have been able <to defer an amount 
of ordinary income equa:l to the deductions 
claimed and to convert that ordinary income 
to long term capital gatn. 

The taxpayer in the <:ash and ca.rry trans
action is e:ble to assure himself of being 
compensated for the carrying costs at the 
time the spread is entered into. Although 
the taxpayer may bear the risk tha.t these 
costs will increase dramatically in the in
terim, the taxpayer may also be abie to "look 
in" the cost of borrowing, generally the 
major oarrying cost, at the same time thllit 
he locks in the spread (which contains a 
oomponerut that compensates for the interest 
cost). This substantially reduces the risk 
tha.t the carrying charges actually paid w111 
exceed the spread between the spot price and 
the futures price when .the position is 
established. 

The third principal category of transac
tions in this area. involves transactions 
designed to capitalize on the differential 
treatment, for tax purposes, of Treasury bills 
and Treasury bill futures contracts or other 
governmental debt obligations. Under cur
rent law, Treasury b1lls and other govern
mental obligations issued at a discount, with 
a fixed maturity not exceeding one year, are 
expressly excluded from the definition of 
a "capital asset" by section 1221 ( 5). Gains 
and losses on the sale or exchange of a Treas
ury bill constitute ordinary income or loss 
and there is no need to segregate the portion 
of the original issue discount accrued during 
the time the obligation is held from the gain 
or loss realized upon the sale or other dis
position of the obligation. Further, no part of 
the discount at which the obligation was 
originally iss,,ed accrues as income until the 
date on which it is paid at maturity, sold, or 
otherwise disposed of. 

Although a Treasury bill is, by statute, ex
cluded from the definition of capital asset, 
the Internal Revenue Service has ruled that, 
generally, a commodities futures contract for 
the delivery of a Treasury bill constitutes a 
capital asset. Rev. Rul. 78-414, 1978-2 C.B. 
213. Accordingly, gain or loss recognized on 
the sale or exchange of such a futures con
tract constitutes a capital gain or loss. 

The different tax treatment of Treasury 
bllls and Treasury bill futures contracts 
(and other government obligations) has been 
used by taxpayers in transactions which both 
defer amounts of ordinary income and con
vert that income to short term or long term 
capital gain. One trading strategy involves 
the person entering in to a Treasury blll 
futures straddle in much the same way that 
the taxpayer entered into the silver straddle 
described earlier. Assume, for example, that 
the taxpayer buys one contract for delivery 
of a Treasury b111 in September 1981 (a 
"long") and sells one contract for delivery of 
a Treasury blllin December 1981 (a "short"), 
and that interest rates rise in the interim. 

The rise in the interest rates wm result in 
the Ser>tember 1981 long position produc
ing an unrealized loss and the December 1981 
short position producing and an unrealized 

gain of approximately the same amount. The 
taxpayer will maintain this straddle position 
until the settlement date on the September 
contract, accept delivery of the Treasury bill, 
anu. immedia~ely sell that Treasury b111 on 
the market claiming an ordinary loss on the 
sale of the Treasury bill. 'l he December short 
position would be closed out at the same 
time, producing a short term capital gain. 
The taxpayer can then use some other strad
dle, such as a silver straddle, to defer the 
recognition of this short term capital gain 
to a later taxable year and ultimately to con
vert it to a long term capital gain. 

The fourth category of transactions which 
we have identified involve the use of a spe
cial prov'lsion of the Internal Revenue Code 
permitting dealers in securities to identify 
and segregate certain of their assets as held 
for investment. Under current law, gains and 
losses from property held primarily for sale 
to customers in the ordinary course of busd.
ness are reported as ordinary income or los,s. 
Gains and losses from property held for in
vestment, however, are capital gains and 
losses. Under section 1236, however, persons 
who are dealers in securities are able to 
identify and segregate certain of their assets 
as held for in vestment, even though these 
assets are similar, or identical, to assets 
which are held as inventory; provided that 
they do so within 30 days of the date of 
acquisition. 

we have discovered that partnerships are 
being organized, and interests in such part
nerships sold to investors, which are in
tended to operate as so-called "broker deal
ers" and "market makers" with regard to a 
wide range of securities. It is claimed that 
these investments provide ordinary losses 
equal to s.ome multiple of the taxpayer's 
cash investment (e.g., 3:1) with income rec
ognition, often in some later year, at long 
term capital gain rates. These broker-dealer 
partnerships generate their ordinary losses 
and capital gains, in part, by establishing 
straddle positions in securities, and waiting 
up to 30 days for a price movement to pro
duce a loss on one position and an offsetting 
gain in the other. 

The partnership then identifies the loss 
position as inventory and the gain position 
as investment and closes out the straddle 
position, reporting an ordinary loss on the 
"inventory" asset and a capital gain on the 
"investment'' asset. Although futures con
tracts on commodities and financial instru
ments which are uniquely suited to the 
balan~ed position role, are not "securities" 
for purposes of section 1236, it appears that 
taxpayers may claim similar tax treatment 
for these gains or losses by analogy. It is not 
essential to the success of these schemes that 
the "investment" asset be held for more than 
one year. All that is needed is to produce an 
ordinary loss and an offsetting short term 
capital gain. As was demonstrated earlier, 
there are any number of straddle transac
tions that can be used to defer the short 
term capital gain and convert it to a long 
term gain in a later year. 

The final category of transactions which 
we have identified as presenting opportu
nities for tax avoidance are ce"t.aln straddle 
transactions which may directly con vert 
ordinary income into long term capital gain 
as well as producing deferral of the income 
to a later year. Under the Code, a taxpayer 
generally recognizes p:ain or loss upon the 
"sale or other disposition" of property. In 
order for the gain or loss to constitute a 
caoital gain or loss, the asset must be a 
capital asset in the taxpayer's hands and the 
disposit.lon does not constitute a sale or ex
change" of the asset. To the extent that a 
dispo~ition does not constitute a sale or ex
change, the gain or loss is ordlnarv. 

Tax>payers are now entering into certain 
contracts, generally forward contracts (a 
forward contract is similar to a futures con
tract, except that it is separately negotiated 
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rather than standardized, and not traded 
on an exchange) , as part of a balanced posi
tion. For example, the taxpayer may enter 
into a forward contract to purchase German 
marks in September 1982. On the same date, 
the taxpayer may enter into a forward con
tract wt.th another person to sell the same 
or similar quantity of marks in December 
1982. This is similar ·to the basic straddle 
transaction discussed earlier with its ac
companying seesaw effect. With a fluctua
tion in the price of marks, there will be an 
unrealized gain with respect to one of the 
contracts and an unrealized loss with respect 
to the other contract. The taxpayer will 
cancel (in a disposition not amounting to a 
"sale or exchange") the contract showing 
the loss upon payment of an amount of 
money equal to the loss to the other party 
to the contract. 

At the same time, the taxpayer will assign 
or sell ·to another party the contract pro
ducing the unrealized appreciation. In this 
type of forward contract straddle, the tax
payer will report an ordinary loss on the con
tract that was canceled equal to the amount 
paid to cancel the contract and a capital 
gain on the contract that was a.ss.lgned, 
which will be long term if the contract has 
been held for more than one year. Thus, the 
transaction is used to convert an amount 
of ordinary income into long term capital 
gain. Although the above example illustrates 
this transaction using currency forward con
tracts, any form of forward contract where 
there is sufficient volat111ty in the price of 
the underlying commodity can serve as a 
ready vehicle. 

III. PROPOSALS FOR LEGISLATIVE CHANGES 

The Treasury believes that legislative ac
tion is necessary to stem the growing use 
of commodities and commodities related 
transactions for tax avoidance purposes. As 
we stated earlier, the Internal Revenue Serv
ice is actively litigating the tax issues in
volved in ·these transactions. Such litigation 
is likely to take many years to achieve a 
definitive resolution that would prevent tax
payers from claiming the benefit of these 
transactions on their returns. During such 
time, we expect that there will be a con
tinued loss of tax revenues from such trans
actions; we estimate the revenue loss will 
be $1.3 billion in 1981. Decisive and clear cut 
action is needed to stop these tax avoidance 
schemes. 

1. Straddle Transactions: 
The Treasury proposal !or the basic 

straddle transaction would establish a gen
eral rule !or commodities and commodities 
related transactions, similar in approach to 
the "balanced position'' rules of H.R. 1293. 
It would also establ~sh a special rule !or per
sons with a significant volume of transac
tions for whom the pa~ring of balanced posi
tions is difficult. 

Under the general rule, a taxpayer could 
not recognize a loss !rom a balanced posi
tion, in excess of the gain recognized as part 
of the same transaction, unless the taxpayer 
remained out of that position !or 30 days. 
Any loss in excess of recognized gain would 
be treated as sustained !or tax purposes at 
the close of the 30 day period unless the 
taxpayer disposes of all of the straddle posi
tions before the running of the 30 day period. 
In that case, the loss would be treated as 
sustained on the day the person disposes of 
the last position. 

A balanced position would be one in which 
the taxpayer's risk of loss is substantially re
duced by reason of holding two or more posi
tions in property. We propose that the In
ternal Revenue Code set forth a series of 
presumptions that would conclusively iden
tify balanced positions. These positions are 
as follows: 

(a) Positions in the same commodity, 
whether established in the actual commodity 
or a futures contract !or the commodity. 

(b) Positions with respect to the same 
commodity, but in a substantially altered 
form (e.g., silver and silver coins; soybeans 
and soybean meal) . 

(c) Positions in commodities with respect 
to which the margin, required by any ex
change on which the commodity is traded 
or otherwise), for entering into the balanced 
position, is less than the aggregate margin 
required for each of the positions held 
separately. 

(d) All positions in debt instruments and 
futures contracts for debt instruments. 

(e) All such positions as the Secretary 
may, by regulation, prescribe. 

The conclusive presumptions that would 
be set forth in (d) and (e) would not apply 
in those cases where the taxpayer can es
tablish, to the satisfaction of the Secretary, 
that the positions are not offsetting. · 

Whenever a taxpayer is in ·a balanced posi
tion, the holding period !or any property 
that is part of the balanced pcsition would 
be suspended for the period that the posi
tion is considered balanced. Accordingly, a 
balanced position could no longer be used 
as a vehicle for converting short term capi
tal gain into long term capital gain. 

We also propose that a special rule apply 
ln the case of persons who have a significant 
volume of commodities transactions. Most 
often, this rule would apply to persons who 
are traders in commodities. The volume of 
their transactions makes a balanced posi
tion rule, requiring the identification of par
ticular positions, cumbersome to apply. 
There is also the risk that such a rule could 
be avoided by these market participants. In 
lieu of the balanced position rule, we pro
pose that these persons be subject to a 
mandatory "mark to market" rule for their 
positions in futures contracts traded on an 
organized futures exchange. Because futures 
post tions are marked to market on a dally 
basis under the normal operating rules of 
the exchange, with actual cash settlements 
on a dally basis, this ru'le does no more than 
make the tax laws reflective of the under
lying market transactions. 

The persons who would be subject to this 
special rule would be a class of traders in 
commodities. For these purposes, we would 
define a "trader in commodities" as any 
person who entered into more than 50 trans
actions in futures contracts traded on an 
organized exchange in at least 3 of the 4 
quarters of the taxable year. A "transaction" 
would be defined as a single trade, regard
less of the number of contracts that are part 
of that trade. This mark to market rule 
would apply only to positions in futures 
contracts on an established commodities 
exchange where there is marking to market 
and wou'ld apply to all persons who satisfy 
the volume test even if they engage in no 
straddle transactions. For positions in prop
erty that are not traded on such an ex
change, the general rule, which requires the 
identification of balanced positions, would 
apply. All exchange traded futures contracts 
for persons subject to this special rule would 
be marked to market. There would be no 
need to identify balanced positions !or ex
change traded futures transactions. 

Persons subject to this rule would be re
quired to mark ·all of their positions to mar
ket at year end. As a practical matter, their 
net gain or loss wi'll be approximately equal 
to the aggregate amount of variation mar
gin to which they are entitled., or with re
spect to which they must pay in, during the 
year. A special valuation rule might have to 
be provided to discourage distortions in the 
settlement price of particular contracts at 
yearend. 

Under our proposal, gains and losses would 
be ordinary and losses could be carried over 
to prior and subsequent years under the cur
rent net operating loss rules. As part of our 
proposal, a transitional rule might have to 

be provided to deal with gains and losses 
accrued prior to the effective date. 

As an additional part of this proposal, we 
would provide a special rule for those persons 
who meet the test to qualify as traders under 
our proposal, but who use the futures mar
kets to hedge quantities of the physical 
commodities. Those persons would be per
mitted to designate certain of th~ir futures 
contracts as hedges for actual commodities, 
and avoid marking to market these contracts. 
An exception such as this would apply only 
to the extent that the designated positions 
are actually being used as part of the normal 
activities of the business and are not being 
used for tax avoidance purposes. 

2. Cash and Carry Transactions: 
The Treasury proposal for cash nnd carry 

transactions adopts the approach of H.R. 
1293. Carrying costs (such as storage and m
surance, and interest on indebtedness in
c t. rred or continued to purchase or carry the 
property during the period of c1me that lt is 
held as part of the balanced position) would 
be required to be added to the basis of t.he 
commodity. Thus, these costs would o!fr:ct 
the gain on the sale of the commodity, pre
venting taxpayers from rolling over or de
ferring income to a later year aHd, in many 
cases, converting ordinary income to wng 
term capital gain. 

3. Treasury Bills and Treasury Bill Futures 
Contracts: 

The Treasury proposal on thi~S point would 
be to repeal the exclusion for short term, 
discount obligations from the detlnition of a 
capital asset. Thus, Treasury ·oms would be 
capital assets and gain or loss from sale or 
other diposition of Treasury bills would con
stitute capital gain or loss, provided that the 
security was a capital asset in the hands of 
the taxpayer. The holder of a Treasury blll 
would be required to take into account, as 
interest income, that part of the original 
issue discount accruing during the period 
of time the instrument was held. 

For the vast majority of holders, this 
change will be of little consequence. Dealers 
in Treasury bills would continue to recog
nize all of the gain or loss as ordinary in
come or loss. For thosa persons who purchase 
bllls at other than original issue, we fur
ther propos~ a change in the rules for com
puting original issue discount. The amount 
includible as interest on such a Treasury bill 
would be determined by reference to the 
amount of discount on the most recent, reg
ularly auctioned Treasury bill maturing on 
the sam3 date as the bill purchased. Thus, a 
person buying a Treasury bill with 10 weeks 
to maturity would be treated, for tax pur
poses, as accruing original issue discount 
with reference to the discount on 13 week 
bills maturing on the same date. No change 
is suggested in the rules of current law 
which require inclusion of this amount in 
income only U'!10n the paymen•t at maturity, 
sale, or other disposition of the o!:lligation. 

Wo do not believe that this change in the 
income tax treatment for Treasury bills will 
be damaging to the market for U.S. govern
ment obligations. In fact, the change in the 
treatment of Treasury bills may eliminate 
one distortion in the market which is now 
observed. In the month of December, deliver
ies of Treasury bills against futures conrtracts 
are abnormally high and have, on occasion, 
caused a squeeze in the deliverable supply 
of instruments. By removing the tax incen
tive to take or make delivery on Treasury 
bill futures contracts, this unusual market 
behavior may cease. Treasury has actively 
solicited comments on this proposal from 
members of the securt.ties industry. To date, 
none have come forward to demonstrate that 
this proposal would be damaging to the mar
ket. We continue to be receptive to industry 
comments on this aspeot of our proposal and 
are prepared to e-xplore alternatives if it can 
be demonstrated that this aspect of our pro-
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posals would detrimentally affect the mar
ket for Treasury securities. 

4. Identification and Segregation of Assets 
by Securities Dealers: 

Under the proposal, the 30 day period 
within which securities must be identified, 
for purposes of the special treatment pro
vided in section 1236, would be shortened. 
For the gain from the sale or exchange of a 
security to qualify as capital gain under H.R. 
1293, such security would have to be identi
fied as held for investment by the close of 
the day following its date of acquisition. Our 
analysis indicates that this change in the 
time required for the identification of in
vestment assets is appropriate. The require
ment thrut the security not be held for sale 
to customers at any time following the close 
of the identification period would be re
tained, as well as the rule regarding the 
treatment sold at a loss. 

In addition, we propose that section 1236 
be amended to provide explicitly that any 
security constituting part of a balanced 
position will receive the unfavorable treat
ment mandated by section 1236 (i.e., capital 
loss and ordinary income), unless all secu
rities that are a part of the balanced position 
are identified as investment securities on 
the dealer's records under the rules of sec
tion 1236. We believe that this change would 
simply clarify the treatment under current 
law of such balanced positions. 

5. Sale or Exchange Requirement: 
In order to eliminate the abillty of tax

payers to convert ordinary income into capi
tal gain or loss through manipulation of the 
sale or exchange requirement, we propose 
that the sale or exchange requirement of 
current law be eliminated. Thus, any disposi
tion of a capital asset would yield a capital 
gain or loss. 

Although this change may appear far 
reaching, we believe that it reaches the ap
propriate tax result without undue conse
quences. The character of the gain or loss 
ought to depend on the character of the 
underlying asset, not the method of disposi
tion. This change might have consequences 
for the abandonment of assets and for casu
alty losses. Casualty losses generally produce 
an ordinary loss under current law and we 
would not propose changing this character
ization. In the case of abandonment losses, 
however, to the extent that such losses may 
be recharacterized as ordinary under cur
rent law if a sale or exchange is avoided, wr 
believe that the proposed change would 
achieve the proper tax result. The bulk of 
abandonments typically involve property 
used in a trade or business where a sale or 
exchange of such property also produces an 
ordinary loss. For property not covered by 
this provision of current law, we see no rea
son to permit taxpayers to elect the char
acter of the gain or loss on disposition, de
pending on the mode of disposition. 

IV. CONCLUSION 

While our proposals will certainly have 
some effect on the quantity of transactions in 
the futures markets, we believe that, in the 
final analysis, they will improve the efficiency 
of these markets. It is incorrect to argue that 
the value of a market to the economy is 
measured by the quantity of transactions 
taking place there. Jn fact, a market is most 
valuable when the price of its goods-be they 
futures or any other goods-reflects best their 
inherent economic value. When values are 
distorted by tax considerations, the market 
is less efficient, not more, and some persons 
who would enter an efficient market may re
main outside of an inefficient one. Our pro
posals improve the efficiency of futures 
markets by insuring that measured gains or 
losses from transactions reflect economic 
gains or losses. They also improve efficiency 
by insuring that traders enter into financial 
arbitrage when they believe that price differ
ences between assets are too great, but when 

they believe that tax arbitrage offers them 
the possib111ty of profit without reference to 
financial considerations. 

We believe that our proposals adequately 
deal with the problems that have arisen, and 
are likely to arise, with the use of the existing 
commodities contracts. We must point out 
that there are proposals to permit trading in 
a broad range of options (including options 
on Treasury bllls), a futures contract based 
on the Standard & Poor's stock average, and 
even options -.~n futures. We will be reviewing 
carefully the extent to which current law, 
and the new rules we have proposed, operate 
to prevent the use of any new financial in
struments for tax avoidance purposes. 

As I stated previously, the problem of the 
use of commodities related transactions for 
tax avoidance purposes raises very serious 
problems in the administration of the tax 
laws. The use of these transactions to defer 
the payment of tax and to convert ordinary 
income to long term capital gain must be 
eliminated. We urge this Committee to act to 
eliminate this abuse. 

Mr. BENTSEN. Will the Senator from 
Ohio yield so I may congratulate the 
Senator from New York? 

The PRESIDING OFFICER. The 
Senator's time has expired. Who yields 
time? 

Mr. METZENBAUM. Mr. President, I 
yield the Senator from Texas 1 minute. 

Mr. BENTSEN. I thank the Senator. 
Mr. President, I congratulate the 

Senator from New York for what he pro
posed. I am very pleased to join in sup
port of it. 

Mr. MOYNIHAN. That is very gener
ous of the Senator and characteristic of 
him. 

Mr. BENTSEN. It has been used not 
just in avoidance of taxes but, I think, 
beyond that, frankly. 

Mr. MOYNIHAN. I thank the Senator. 
Mr. MITCHELL. Mr. President, I 

support the proposal which would elimi
nate the commodity straddle and pro
duce a savings of $1.3 billion. 
. The gist of this proposal is simple. 

It would require Congress to curtail one 
of the most notorious and :flagrant tax 
loopholes now in existence: the com
modity straddle. It would take no money 
from legitimate government operations. 
It would take no money from legitimate 
business operations. It would impose no 
additional tax burden on any productive 
sector of our economy. 

It would require that the wealthy in
vestors who are seeking to minimize their 
tax obligations cease to use the futures 
m~;rkets for their tax avoidance schemes. 

Last December, the Treasury Depart
ment reported that one individual made 
a $10 million gain in 1976 and 3 years 
later had paid not a penny of tax on it. 
Another individual with an income of 
$500,000 in 1 year paid no . taxes at all 
because of paper losses in a commodity 
straddle. When individuals in this in
come bracket avoid even the modest tax 
liability that falls on working men and 
women, our entire system of voluntary 
taxpayments and equitruble treatment of 
taxpayers is threatened. 

The Department reported that 100 in
dividuals in a partnership reported an 
ordinary loss of $46 million, a short
term loss of $20 million, and a long-term 
gain-taxable at lower rates-of $37 
million. That "losing" partnership at
tracted so many new partners that the 

fo~l?Wing. Y.ear i·t proceeded to lose $70 
m1hon, g1vmg each parliicipant a per
son~! tax loss of $400,000, to write off 
agamst his income. 

At a time when the Congress is con
templating substantial tax incentives and 
reforms to encourage the productive in
vestment of capital in business and in
dustry, there is no rational reason to 
permit the manipulation of capital in 
the futures markets whose only purpose 
is to artificially lower tax liability. 

The Joint Committee on Taxation 
found in a recent study that the strad
dle technique has expanded and is now 
being used in the buying and selling of 
Treasury bills, in GNMA certificates, and 
in broker-dealer partnerships. 

In all cases, the tax avoidance scheme 
hinges on the creation of artificial 
losses-paper losses-which are written 
off against real income, whether the 
losses are disguised as futures contracts 
losses or the gains are converted to long
term capital gains which have a much 
lower tax rate. The committee found 
that in one district, 51 partnerships had 
managed to generate aggregate losses of 
over $280 million. Two other partner
ships, involving some 250 individuals, 
managed to generate $110 million in 
losses from straddles. 

The growth of this tax avoidance tech
nique ought not be condoned. At a time 
when we are cutting back drastically on 
needed programs that serve the most 
vulnerable in our society, when we are 
seeking to reduce spending for productive 
Government programs that help busi
nesses grow and prosper; when we are 
faced with administration calls for severe 
cuts in such basic safety net programs 
as the social security program, it is un
conscionable to permit $1.3 billion in 
revenues to be lost to unproductive tax 
avoidance schemes of this kind. It is 
even more foolish to permit millions of 
dollars of potentially productive capital 
to be diverted into risk-free tax shelters 
when we are making an aggressive effort 
to increase tax incentives for the risk
taking, entrepreneurial activity on which 
our Nation's future economic growth and 
prosperity depends. 

An earlier effort to eliminate this tax 
loophole was side-tracked on procedural 
grounds. No such obstacle exists in con
nection with this resolution. I believe the 
amendment is not only very germane to 
the resolution before us, but essential to 
our Nation's economic prosperity and to 
restoring the faith of ordinary citizens 
in the essential fairness of our tax laws. 

UP AMENDMENT NO. 84 

(Purpose: To eliminate the special capital 
gains treatment for certain timber) 

Mr. METZENBAUM. Mr. President, at 
this time I send an amendment to the 
desk and ask for its immediate con
siderat!on. 

The ACTING PRESIDENT pro tem
pore. Is the Senator from Ohio wishing 
to set aside his :first amendment? 

Mr. METZENBAUM. It is my under
standing under the order heretofore en
tered last evening that the amendment 
will come up for final passage at 10:45, 
am I correct? 

The ACTING PRESIDENT pro tern-
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pore. That is true if the yeas and nays 
have been ordered. 

Mr. METZENBAUM. Mr. President, I 
ask for the yeas and nays on the first 
amendment. 

The ACTING PRESIDENT pro tem
pore. Is there a sufficient second? There 
is a sufficient second. 

The yeas and nays were ordered. 
The ACTING PRESIDENT pro tem

pore. The clerk will report the second 
amendment. 

The bill clerk read as follows: 
The Senator from Ohio (Mr. METZEN

BAUM) proposes an unprinted amendment 
numbered 84. 

Mr. METZENBAUM. Mr. President, I 
ask unanimous consent that further 
reading of the amendment be dispensed 
with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 2, line 6, strike out "$650,300,

ooo,ooo·• and insert "$650,985,000,000". 
On page 2, line 11, strike out "$51,300,000,-

000" and insert "$50,615,000.000". 
On page 3, line 4, strike out "$48,800,000,-

000" and insert "$48,115,000,000". 
On page 3, line 9, strike out "$1 ,091 ,200,-

000,000" and insert "$1,090,515,000,000". 

Mr. METZENBAUM. Mr. President, 
this amendment is offered to again in
dicate the discrimination that this budg
et contemplates. Those people who grow 
timber in this country pay taxes on 
their profits on the basis that they are 
capital gains and, as a matter of fact, 
they get a special kind of preferential 
treatment that anybody else in the coun
try who grows a product, cotton, corn, 
wheat, soybeans, rice, whatever it may 
be, do not get and. as a consequence. the 
Treasury Department, and the Joint 
Committee on Taxation indicate that the 
Federal Treasury will suffer a loss in 
the sum of $685 mtllion in 1982, $670 
million in 1983, $865 million in 1~84, 
$975 million in 1985, and $1.095 billion 
in 1986. That means we are talking 
about a total in 5 years of $4.290 billion. 

My amendment would reduce the def
icit in 1982 by $685 million. I know that 
somebody may say, "Well, if you pass 
this amendment they will strip all the 
land before the amendment becomes ef
fective." There will be an argument that 
it should be treated as a capital gains. 
But as you go around the country and 
you watch the TV ads, which are won
derful, that Weyerhaeuser puts on they 
show you how they are seeding the fields 
and how they are growing timber all over 
the country, and they show you how they 
go back everv so often and reforest, 
and I th:nk that is great. But I do not 
know why we should have this kind of 
discrimination in favor of the timber 
companies of this country and against 
every other grower, particularly when 
this truly benefits those who are some 
of the substantial corporations in the 
country, and we discriminate against 
the small family farmer who pays full 
taxes on his or her income. 

As a matter of fact, this amendment 
has an affect on especially favorable 
treatment for two highly specia ·i'?:ed 
companies dealing in paper and allied 
products, and lumber and wood products. 

These are not small industries. These 
industries are dominated by a few very 
large corporations. Five corporations ac
count for one-half of the capital gains 
claimed. 

Furthermore, these two industries 
take 29 percent of all the corporate cap
ital gains even though they only account 
for 4 percent of the corporate taxable 
income. That is what I am talking about 
with this amendment. This amendment 
is an indication of another discrimina
tory procedure that exists in our laws 
and it does not make good sense if we 
are going to be fair, just, and equitable. 

This amendment is trying to say, 
"Look, if you want to have a budget 
that is fair to all the people of the 
country, .then you ought not to have a 
budget that includes tobacco subsidies 
and not make any cut in that area, that 
includes water projects and make al
most an insignificant cut in that area, 
that has special tax privileges for the 
affluent few and discriminate against 
those who do not have well-heeled lob
byists around Washington." 

Mr. President, this amendment is my 
way of saying there is another kind of 
discrimination that exists in the law and 
we, on the floor of the Senate, ought to 
be willing to pick up that over $4 bil
lion in the next 5 years. 

Mr. President, I know that my good 
friend from Washington wishes to be 
heard on this subject, and at the con
clusion of his remarks I may have some 
further response, but I want to advise 
at this point that I intend to withdraw 
this amendment and not put it to a vote. 

The PRESIDING OFFICER <Mr. 
SYMMS). The Senator from Washington. 

Mr. GORTON. I thank the Chair. 
I am, of course, encouraged by the last 

remark of the Senator from Ohio which 
indicates that this amendment has been 
presented simply to allow a debate on the 
subject rather than as a result of a seri
ous desire at this point, at least, to 
change the law which is now some 36 
years old. I hope that upon adequate re
flection the Senator from Ohio would not 
only withdraw the amendment but would 
come to be a supporter of the policy 
which is represented by the present cap·i
tal gains treatment of standing timber. 

It is, of course, utterly invalid to say 
that the budget which we are debating 
here today shows its discrimination by 
treating timber on a capital gains basis. 
This type of canital gains treatment has 
now been a part of the Tax Code of the 
United States for the past 37 years. 

On many occasions in this body pro
posed changes in tax laws are debated 
unon the basis of a prediction as to their 
future effect, as to whether or not they 
will help to develop a particular area of 
the economy, to provide jobs, to cause 
people to plan for the future or, on the 
contrarv, wh~ther they will result in un
justified profits and preferences for given 
individuals or given corporations. At best, 
when we are looking at the future we can 
only guess or estimate the possible 
results. 

In connection with this particular kind 
of capital gains treatment, however, we 
can see the results of 37 years of history. 
In the years immediately preceding 1944, 

at which time the law was changed, there 
was a constantly decreasing supply of 
unharvested timber on the private lands 
of the United States. 

Ever since 1944, and the change in the 
law which encouraged not just cutting 
and running but management of timber
lands of the future, the supply of timber 
available to the people of the United 
States in the future has increased. This, 
of course, was the goal of the Members 
of Congress in 1944 who made this 
change. That goal has been reached, and 
there is no point in abandoning it now. 

The greatest renewable natural re
source available to the people of the 
United States is in its timber. It differs 
from most other nonrenewable natural 
resources in exactly that fashion. Be
cause the tax changes have been success
ful is the best argument for its retention. 

Now, at the same time, one might say 
it has created profits which are too great 
for these particular enterprises. And yet 
the history over the same period of time 
shows that the profits of the large corpo
rations and of individual landowners who 
manage their land for timber for the fu
ture have not only not been larger than 
comparable industrial concerns but are 
somewhat smaller than they are. This is 
not a case of large petroleum companies 
or other natural resource companies 
whose profits have been exceedingly 
large. By treating the sale of standing 
timber as a capital asset, we have seen 
to it that the profits of both individuals 
and corporations in this area are 
reasonable. 

Finally, of course, this is not some
thing which is discriminatory against 
analogous forms of economic activity. 
Those illustrated by the Senator from 
Ohio were cotton, soybeans, wheat, and 
other crops. Agriculture crops grow and 
are harvested in a single year. In some 
fortunate circumstances in some parts 
of this Nation more than a single crop a 
year is grown. 

Timber, on the other hand, takes a 
minimum of 20 years to become a usable 
crop in the Southeast; more like 40 years 
under many sets of circumstances. In the 
part of the Nation represented by the 
President and myself, that period of time 
is anywhere from 30 to 100 years between 
single crops. 

What other kind of asset sold after 40 
or 50 or 100 years is treated on the basis 
of ordinary income? The answer is none. 
As a matter of fact, many assets, most 
assets, which are now treated as capital 
gains are sold in a far shorter period of 
time than is the case with a single crop 
of timber on a single piece of timberland. 

The effect of this amendment is, in one 
sense, the same as the effect of the pre
ceding amendment. It would not require 
the Finance Committee to change the 
law in respect to the capital gains treat
ment of timber. It would simply require 
the Finance Committee to assure that 
another $600 million to $1 billion a year 
tn revenues came into the Treasury in 
the course of the next year. 

If we make the same assumption which 
the Senator from Ohio makes, that, in 
fact, the passage of this amendment 
would result in the change for which he 
speaks, we must point out that it would 
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harm the economy. It would cause people 
to be less likely to plan for the future. It 
would treat unfairly a business which is 
not above average in its returns at the 
present time, and it would reverse 37 
years of successful economic history 
which demonstrates not that this is an 
unfair tax advantage but a wise one for 
the future of the country. 

Mr. METZENBAUM addressed the 
Chair. 

The PRESIDING OFFICER. The Sen-
ator from Ohio. 

Mr. METZENBAUM. Mr. President, I 
offered this amendment in order to make 
the point. I see no useful purpose in tak
ing a vote. I withdraw the amendment at 
this time. 

The PRESIDING OFFICER. The 
amendment is withdrawn. 

UP AMENDMENT NO. 85 

(Purpose: To eliminate the expensing of in
tangi,ble drilling and exp'lora.tion and 
development costs) 
Mr. METZENBAUM. Mr. President, I 

send an amendment to the desk and ask 
for its immediate consideration. 

The PRESIDING OFFICER. The clerk 
will report. 

The bill clerk read as follows: 
The Senator from Ohio (Mr. METZENBAUM) 

proposes an unprinted amendment num
bered 85. 

Mr. METZENBAUM. Mr. President, I 
ask unanimous consent that further 
reading of the amendment be dispensed 
with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 2, line 6, strike out "$650,300,000,-

000" and insert "$653,245,000,000". 
On page 2, line 11, stri'\fe out "$51,300,000,-

000" and inser,t "$48,355,000,000". 
On .page 3. line 4. strike out "$48,800,000,-

000" and insert "$45,855,000,000". 
On page 3, line 9, strike out "$1,091,200,-

000,000" and insert "$1,088,255,000,000". 

Mr. METZENBAUM. Mr. President, it 
looks to me as if I ought to go to a vote 
right at thiS moment. I will not do that. 

This issue has to do with the matter 
of intangible drilling and exploration 
and development costs and the right of 
oil companies to write off those costs in 
the first year. 

This is a very, very expensive pro
cedure. It is a special kind of discrimina
tory procedure that exists in favor of the 
oil companies. No other industry in 
America has that right. And that is il
logical, because the on companies are the 
last group in industry at the moment 
that needs any help. 

Last year their profits absorbed some
where between 40 and 42 percent of all 
the profits of American industry. But 
what do we do for them? We give them 
special tax gimmicks such as this one. 

Now there may have been an argument 
made for it in yesteryear. But the fact is 
that yesteryear is not today, and now is 
the time we ought to be getting rid of it. 
I am a realist enough to know that the 
oil companies continue to be through 
their lobbying efforts, more ' powerful 
than the President of the United States 
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and the Members of the Congress, be 
they Democrat or Republican. 

This revenue loss is extremely substan
tial. It amounts to almost $3 billion in 
1982; $3.5 billion in 1983; $4 billion in 
1984; over $4.5 billion in 1985, and over 
$5 billion in 1986. 

over the 5-year period, this issue, this 
right to write off the intangible drilling 
costs in the first year, will cost the U.S. 
Treasury over $20 billion. Now with the 
decontrol of oil and the partial decontrol 
of natural gas, there is absolutely no fur
ther reason for special treatment of these 
development costs. 

Oil company profits are soaring; pe
troleum producers' profits constituted 
almost 40 percent of all the oil industry 
profits last year. The fact is that there 
has been a little falloff in the last few 
months, but not enough to get very ex
cited about. You may be certain that 
those profits will turn around in the im
mediate future. 

In 1980, oil company profits rose more 
than 25 percent-Exxon, over $57'2 bil
lion; Mobil, almost $2.3 billion; Texaco, 
$2.2 billion; Amoco, almost $2 billion; 
Sohio, $1.8 billion; and Arco, $1.6 bil
lion. And Sohio's 1980 profits were a 51-
percent increase over 1979 profits. 

Now some will say, "But the oil indus
try may have some future problems. 
Things may not be as good for them. 
There is a glut of oil in this country." 

Well, let me giv£' you a quote from a 
Phillips Petroleum Co. vice president 
made on February 22 of this year: 

Energy is going to be higher than a. kite 
and we are going to make tons of money. 

Now, what could be more absurd than 
that? 

Before the windfall profit tax was en
acted, there were studies made in which 
Congressman Vanik reported to the 
American people that oil companies were 
paying somewh~re between 3 and 7 per
ocent of their profits as taxes. Now that 
just does not m~ke sense. 

Let me explain how this procedure 
works. 

John Blair, in a book called "The Con
trol of Oil," wrote as follows: 

In a typical drilling operation, from one
tenth to one-quarter of the total outlay 
pays for the derrick, pipe in the ground, and 
other immovable material and equipment, 
while the other nine-tenths to three
fiOUrths, that is, the intangible drllling ex
penses, goes for wages and salaries, fuel, 
machine and tool rental, coot without sal
vage value. 

In any other industry, the latter would be 
regarded a.s part of the cost of developing 
an income producing property, and together 
with the original outlay would constitute a. 
capital oost to be amortized gradually over 
the useful life of the property. But in the oil 
industry, the inta.ng·ible drilling expenses 
may be deducted in the year in which they 
are incurred. The result of this extr8101l'di
narily rwpid '9morti~ation is a. huge first yea.r 
deduction whioh oan be used to shelter an 
equivalent amount of taxable income from 
other sources. 

What I am s·aying is this: If General 
Motors, Un1ted States Steel, IBM, or any 
other company in this country, or the 
smallest business operator in this coun
try, buys some new equipment, whether 
it is intangible or tangible, puts it into 
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their plant and starts to operate with it, 
they must, under the law, expense it over 
a period of years, whatever the number 
of years may be, depending upon the 
useful life. We have proposals before us 
that are called 10-5-3, we have other 
proposals before us called 2-4-7-10, but 
the oil industry gets that discriminatory 
benefit in favor of itself and in favor of 
no other industry in America, permit
ting them to write off 100 percent of the 
intangible drilling costs in the first year. 

Mr. President, that is rank and raw 
discrimination. It is discrimination in 
favor of an industry that needs no as
sistance. It is wrong. It is inequitable. It 
is unfair to the rest of the American 
economy. It is another instance in which 
the tax laws o.f our country have been 
drafted and formed so that a few may 
not pay their fair share of the tax bur
den while so many others have to pay 
taxes in accordance with the general 
laws of this country. 

Mr. President, I reserve the remainder 
of my time. 

Mr. HATCH addressed the Chair. 
The PRESIDING OFFICER <Mr. 

QuAYLE). The Senator from Utah. 
Mr. HATCH. Mr. President, I remem

ber back in 1977 when an identical 
amendment was offered which was fili
bustered by the distinguished Senator 
from Ohio and his partner Jim Abour
ezk. The purpose of that amendment was 
to stop the deregulation of natural g,as 
in America which, as we have found out, 
has given incentives 1to the private sec
tor to find more oil and gas and start to 
alleviate the 47-percent dependency that 
we have on foreign oil and gas supplies. 

·Thank goodness, that amendment 
passed. 

I might add that since deregulation 
has occurred, drilling rigs have jumped 
from around 1,800 a day working to find 
more oil and gas in America to 3,800, 
,and that is going up every day. 

Thank goodness that ,the approach of 
the distinguished Sena;tor from Ohio, 
who is a good friend of mine here in this 
body, and for whom I have the highest 
esteem, was not aC".&epted. It has been re
jected by this country, and, I might add, 
by the Congress, for the most part. 

One proposal that he supported ~and 
voted very strongly for was the windfall 
profit tax, which has added $20 billion 
to the cost of finding oil and gas 'in Amer
ica. lt was sold as a tax agains:t the oil 
companies when, in fact, it is nothing 
more than an excise tax payable by the 
consumers of America. All this so we 
could keep this voracious money grab
bing and shredding machine called ;the 
Federal Government going with pro
grams tha;t really ·are not working. 

That is why Ronald Reagan was elect
ed President of the United States. 

Anybody who knows the slightest 
thing about the oil business realizes that 
the reason we were energy self-sufficient, 
the reason that we have been able to ac
complish all that we have been able to 
accomplish in this country's history, the 
reason we have had cheaoer energy for 
so long and have built our industrial fa
cilities and plants to such unprecedented 
heights is because, in many respects, the 
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oil industry was out there finding oil 
and gas to be able to alleviate the de
pendency that we now suffer as a result, 
in part, of too much overregulation and 
too much of the philosophy articulated 
by my good friend from Ohio. 

This amendment raises the fiscal year 
1982 revenue by $2.9 billion. This means 
only one thing, that it is a tax on the 
oil companies and a tax on the consum
ers. They are in the business to make 
money, to make profits. They pass on 
all of these additional charges in the 
form of higher user costs and higher 
energy costs to the American people. 

This would be $2.9 billion more in 
taxes than the President has recom
mended. 

I might add that one of the reasons 
we have been able to find oil and gas in 
America is because there are basically 
two types of drilling. One is develop
mental, where they know that they have 
acreage with proven discovery of oil and 
gas. The other is what we call wildcat
ting. If this country is going to resolve 
its conflicts over energy and produce 
more energy, we have to increase our 
wildcat drilling and develoJ;:ment in 
America. 

Wildcat drilling may prove to be the 
salvation of America and of our indus
trial complex which fuels and keeps this 
country going like nothing else can. 

The reason oil companies are allowed 
to expense intangible drilling and de
velopment costs of production is because 
of the high risk involved in wildcat drill
ing not only here in America but wher
ever. WHdcat drilling in this hemisphere, 
at least from an American standr-oint, 
primarily has to occur offshore, in the 
overthrust belt, or in certain other areas 
of Texas, Louisiana, Oklahoma, and so 
forth. The fact is that .the intangible 
drilling and development cost deduction 
has been a basic and major reason why 
the private sector has been willing to 
take the risk, the high risk, of going out 
and finding more oil and gas. 

Now is not the time to be raising taxes 
on energy production, especially on the 
heels of the windfall profit tax, which has 
cost Americans dearly, just so this vora
cious money-grabbing and shredding 
ma-chine called the Federal Government 
can continue to fuel inflation with its big 
spending practices to the detriment of 
everybody in America and, I might add, 
throughout the world. 

Most wildcat drilling results in dry 
holes. Recentlv, I met a wildcat drUler 
down in Wichita Falls, Tex., who hits 
only. 5 out of 10.0 wells, but those 5 are 
crucial to energv in this country. 

So this provision of the intangible 
drilling and development cost deduction 
actually provides some incentives to take 
those extraordinary risks that have to be 
taken if we are going to have some degree 
of .energy independence in order to keep 
t~us country moving in the right direc
tion .. vye would oppose, and I think the 
adm~mstration vociferously opposes, this 
particular amendment. , 

Mr. BENTSEN addressed the Chair. 
The PRE·SIDING OFFICER. The Sen

ator from Texas. 
Mr .. ~ENTSEN. Mr. PreS'ident, I rise in 

opposition to the amendment. 

Mr. METZENBAUM. On whose time, 
Mr. President? 

The PRESIDING OFFICER. Who 
yields time? 

Mr. HATCH. Mr. President, I yield to 
the Senator from Texas such time as he 
may desire. 

Mr. BENTSEN. The Senator from Ohio 
and I have fought this issue a number 
of times, Mr. President. We had the prob
lem during the natural gas debate. At 
that time we were experiencing brown
outs, schools and factories were closing. 

We won the fight and started the de
regulation of natural gas. 

Since that time, we have had an 
actual net increase in the natural gas 
reserves in this country. 

Now we must fight the loss of IDC's
intangible drilling costs. They constitute 
about 70 percent of the cost of a well. 
Labor, materials, and fuels are a few 
examples necessary for exploration and 
development. They represent cash flow. 
The cash flow that is 90 percent of the 
exploratory wells in this country are 
being drilled by independents. They are 
finding 75 percent of the new reserves. 
They are drilling more than they ever 
have, and that is great. 

The Senator from Ohio is talking 
about changing this by eliminating the 
IDC. That is a strange approach when, 
at the very time he is talking about 
eliminating IDC's, we are talking about 
accelerating depreciation for industry
every other kind of industry . ..l:!.;ven with 
the various plans, 10-5-3, 2-4-7-10, the 
lowest one I know of says it will in
crease the depreciation schedule by 50 
percent. Why? So they will have more 
cash flow to soend, to reinvest, so we 
can start rebuilding America. 

What is one of the toughest problems 
we have in this country? The problem 
of energy. Where do we have the most 
dependence on foreign sources, unstable 
foreign sources? Again, energy. So, what 
we are saying here, Mr. President, with 
this kind of amendment is that we want 
to cut off the cash flow that goes to that 
independent who is going out there and 
:finding the new oil and gas, because it 
is working too well. 

Let us turn that around. Let us treat 
them differently than we treat all the 
rest that we are trying to help by accel
erating depreciation. Let us head in the 
other direction for the oil industry. 

It is an interesting thing, the oil indus
try. My friend was talking about the 
great power of the oil industry. Yet I do 
not know of another industry who has 
more problems in public relations than 
the oil industry has. I understand the 
Senator from Ohio, his point of view, 
and his amendment. However, I say to 
my friend that IDC's do not mean as 
much to the major oil companies as to 
the independents. 

My friend talks about the majors last 
year increasing their profits. He is right. 
The great part of that came from de
control of the price of oil. But then, Con
gress turned around and enacted a wind
fall profit tax to take $227 billion over 
the next decade in additional taxes, part 
of that from the independent. 

I opposed that act because, to the ex
tent you tax independents, you are pro-

viding less money to invest in new drill
ing. The independent has a history of 
putting 105 percent of everything he 
brings out of the ground back into the 
ground. He is the fellow who is always 
going to make the big strike, he thinks. 
Thank goodness, a few of them do. That 
keeps the incentive working. 

Another thing is depletion. There are 
over 120 items that are subject to de
pletion-all the way from asbestos to 
marble to oil and gas. But whom do they 
decide to cut back? Oil and gas, because 
it is politically unpopular. 

So, Mr. President, whether it is an 
elimination of IDC's or depletion or a 
windfall profit tax, these items hamper 
the independent producers, hamstring 
them so they cannot solve the energy 
problems of this country. This will lead 
to a continued dependence on Middle 
East oil, a drain of billions of dollars 
from our economy and a hemorrhaging 
of funds that adds to the inflation of our 
country. 

No, Mr. President, this amendment is 
ill-conceived. It will not accomplish its 
objective, for it would cut back on the 
cash flow of the independent, and would 
reduce the drilling for oil and gas in this 
country. That would be a serious mis
take, directly in the opposite direction 
we are going in the Senate Finance Com
mittee and the House Ways and Means 
Committee. Trying to do the things to 
increase the cash flow to rebuild Amer
ica, building its energy resources is one 
of our major objectives. One for which 
we ought to fight. 

Mr. President, I urge this body again 
to reject this amendment. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. METZENBAUM. Mr. President, I 
ask for the yeas and nays on my amend
ment. 

The PRESIDING OFFICER. Is there 
a sufficient second? There appears to be 
a sufficient second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. METZENBAUM. Mr. President, 

argument has been made against this 
amendment that, somehow, it relates 
back to the issue of phased decontrol of 
natural gas. The argument has been 
made that because we did that, we pro
vided in the Senate for the private sector 
to find more. I do not think we should 
do that. If you have good business sense, 
of course you should try to find more. 

But let me point out that the reason 
this developed immediately after the 
passage of the bill having to do with 
phased decontrol of natural gas related 
directly to the fact that the natural gas 
companies-which, in the main, were the 
oil companies of this country-took the 
caps off the wells. Fifteen separate gov
ernmental studies indicated that those 
wells had been capped and they imme
diately took those caps off and we had 
a glut. They call it a bubble. They were 
embarrassed about it because there was 
so much gas, because it had been there 
all the time, but they were hiding it from 
the American people. 

The other argument is made, do not 
do this to the oil companies. Do not say 
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to them that they ought to pay their them, because I never really thought I 
fair share of taxes because they are doing could prevail upon them; I can count 
such a great job producing oil. Actually, noses as well as anyone else-but to at
they are producing less oil today than tempt to prove that this budget is very 
they were producing when it was $2 and unfair and unjust and inhumane and 
$3 a barrel. I believe it is down to 7 mil- discriminates against the people of this 
lion barrels a day, from about 9 million, country, the poor people, the middle
and they are getting 18 to 20 times as class Americans, people who live in the 
much. Northeast and the Midwest. 

However, even that is not the issue. Nobody argues with the President's 
1 do not have any quarrel in this debate objective. Nobody says that the Presi
as to what the price is or whether they dent is off base in attempting to balance 
are making a profit or not. What I am the budget. Nobody says that there was 
saying is that this is discriminatory; this not a message in the last election that 
is unfair. the Government is too big and that we 

My good friend from Texas pointed should do something about it. 
out: I honestly believe that if the President 

were made aware of some of the dis
Let us not treat that differently than we crimination that continues to exist in 

treat all the rest. our tax laws and in some of the other 
He pointed out that we are now moving programs, the subsidy programs, with 

toward 10-5-3 or 2-4-7-10. I do not he,ve favoritism to the West and the South as 
any quarrel on that issue. I will look at against the Northeast and the Midwest, 
the specifics of those proposals when they I do not think he would agree with it. 
come before us. These amendments are not going to be 

All I am saying in this amendment is adopted, but I believe it is important 
this: Let us treat the oil companies in that the issue be made that this budget 
the same manner we treat the rest of is very unfair and is a discriminatory 
American industry, and that is exactly · budget, that it really is going to provide 
what the Senator from Texas was saying. great harm and great suffering to mil-

l am not saying that we should elim- lions of Americans when it need not do 
inate the right to write off their intan- that. 
gible drilling costs. Of course not. I would 
not think of suggesting that. I am just 
saying that we should treat them equally 
with the rest of American industry. 

As for the rest of American industry, 
we are going to do a lot of great things 
for them. As a matter of fact, we prob
ably are going to do so much for them 
that we are going to let them write off 
more than 100 percent of the actual cost 
of the profits they are writing off. We are 
going to give them an investment tax 
credit of 10 or 20 percent and let them 
revert to the 100-percent figure for the 
purpose of depreciation; and when they 
are done, they will have written off some
thing in the area of 100 percent of their 
actual cost, which is exactly what the 
law is today. 

AMENDMENT NO. 50 

The PRESIDING OFFICER. All time 
has expired. 

The question is on agreeing to the 
amendment of the Senator from Ohio 
<No. 50). On this question the yeas and 
nays have been ordered, and the clerk 
will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. STEVENS. I announce that the 
Senator from Minnesota (Mr. DuREN
BERGER) and the Senator from Florida 
<Mrs. HAWKINS) are necessarily absent. 

Mr. CRANSTON. I announce that the 
Senator from Arkansas <Mr. BUMPERs), 
the Senator from Nevada <Mr. CANNON), 
the Senator from Hawaii <Mr. MATSU
NAGA), and the Senator from Rhode 
Island <Mr. PELL) are necessarily absent. 

The PRESIDING OFFICER <Mr. 
ARMSTRONG) . Is there any other Senator 
wishing to vote? 

Even that I am not quec:;tioning. But 
why should the oil companies have not 
only the investment tax credit but also 
ha.ve the right to write off their intan
gible drilling costs in the first year? Who 
made them so much better than the rest The result was announced-yeas 32, 
of Americ-an industry? Let us treat them nays 62, as follows: 
equally. Let us not discriminate against 
American industry. 

As I said in connection with the capi
tal gains issue for farmers, let us not 
discriminate ag-ainst farmers in favor of 
timber companies. 

As I said with respect to tobacco sub
sidies, let thoc:;e who get tobacco sub
sidies share in t.he burden that the Presi
dent has asked the rest of us to share in 
this country. 

As I have s-aid many times before, let 
us just be fair. Let us not treat western 
water proiects better than we treat east
ern proiects. Let us have some equity in 
this budget. 

This amendment is an effort to elimi
nate the discrimination that presently 
exists in oul" OO.x laws. 

Mr. President, my whole effort today 
and yesterday was to convince the Mem
bers of the Senate--not to prevail upon 

[Rollcall Vote No. 103 Leg.] 
YEAS-32 

Baucus Evon 
~ntsen Ford 
Biden Glenn 
BMdley Hart 
Byrd, Robert C. Inouye 
Chiles Jackson 
Cohen Kenne::ty 
Cranston Leahy 
DeConcini Levin 
Dodd Metzenbaum 
Eagleton Mitchell 

Abd!nor 
Andrews 
Armstrong 
Baker 
Boren 
Boschwltz 
Burdick 
Byrd, 

Harry F., Jr. 
Chafee 
Cochran 
D'Amato 

NAY8-62 
Danforth 
Denton 
Dixon 
Dole 
Domendci 
East 
Gaom 
Golrtwater 
Gorton 
Gmssley 
Hatch 
Hatfield 

Moyn1h9dl 
Nunn 
Pressler 
Proxmire 
Randolph 
Rl.egle 
Sarbanes 
Specter 
Tsonga.s 
Wllllama 

Hayakawa. 
Heflin 
Heinz 
He~ms 
Holllngs 
Huddleston 
Humphrey 
Jepsen 
Johnston 
Kassebaum 
Kasten 
LalC&lt 

Long 
Lugar 
Mathias 
Matt•.ngly 
McClure 
Melcher 
Murkowski 
Nickles 
Packwood 

Percy Stenmds 
Pryor Stevens 
Quayle Symms 
Roth Thunnond 
Rudman Tower 
Sasser Wal!op 
Schmitt wamer 
Simpson Weicker 
Stafford Zorlnsky 

NOT VOTING-6 
Bumpers Durenberger Matsunaga 
CMllnOn Hawkins Pell 

So Mr. METZENBAUM's amendment <No. 
50) was rejected. 

UP AMENDMENT NO. 85 

The PRESIDING OFFICER. The vote 
now recurs on the next pending Metzen
baum amendment. The question is on 
agreeing to the amendment of the Sen
ator from Ohio. The yeas and nays have 
been ordered, and the clerk will call the 
roll. 

The legislative clerk called the roll. 
Mr. STEVENS. I announce that the 

Senator from Minnesot-a <Mr. DUREN
BERGER), and the Senator from Florida 
<Mrs. HAWKINS) are necessarily absent. 

Mr. CRANSTON. I announce that 
the Senator from Arkansas <Mr. BUMP
ERS) and the Senator from Nevada <Mr. 
CANNO"N) :ue necessarilv a'hsent. 

The PRESIDING OFFICER. Are there 
anv other Senators in the Chamber 
wishing to vote? 

The result was announced-yeas 12, 
nays 84, as follows: 

[Rollcall Vote No. 104 Leg.] 
YEAS-12 

Btden 
B't'adley 
Dodd 
Eagleton 

Jackson 
Kennedy 
Metzenbaum 
Moynihan 

NAYS-84 

Abdnor Goldwater 
And:rews Gorton 
Armstrong Gressley 
Baker Hart 
Ba.ucus Hatch 
Bentsen Hatfield 
Boren Hav>akawa 
Boschwitz Heflin 
Burdick Heinz 
Byrd, Helms 

Harry F .. Jr. Hol.D.ln~s 
Byrd, Robert C. Huddleston 
Chafee Hl'mphrey 
Chll es Inouye 
Cochran Jepsen 
Cohen Johnston 
Cranston Kassebaum 
D'Amato Kasten 
Danforth La;~re.l t 
DeConctni Leah'Y 
Denton Levin 
Divon Long 
Dole LUiz.ar 
Domenici Mathias 
East Mat'!llme.ga. 
E'!{On Mattingly 
Ford McC'ure 
Ga.m Melcher 
Glenn Mitchell 

Pell 
ProY1Ilrl.ore 
Tson~ 
Williams 

Murkowskl 
Nickles 
Nunn 
Packwood 
Percy 
PresSler 
Pryor 
Quayle 
RA!.ndolph 
Riegle 
Roth 
Rudmwn 
Sarbanes 
f:las~er 
Schmitt 
S!mpson 
Specter 
Stla.trord 
Stetmis 
Stevens 
Svmms 
Thurmond 
Tower 
Wallop 
warner 
Welcker 
zortnsky 

NOT VOTING-4 
Bumpers Durenberger Hawkitll!l 
C9lDlil.On 

So Mr. METZENBAUM'S amendment (UP 
No. 85) was reiected. 

Mr. BAKER. Mr. President. I move to 
reconc:;ider the vote by which the amend
ment was rejected. 

Mr. ROBERT C. BYRD. I move to lay 
that motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. BAKER. Mr. President, could we 
have order in the Senate? 
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The PRESIDING OFFICER. The ma
jority leader is recognized. 

ORD'ER FOR VOTING AT 9 P.M. 

Mr. BAKER. Mr. President, it has been 
brought to my attention that there are 
a number of meetings on both sides of 
the aisle between 12 and 2 o'clock. I 
think it would accommodate the Senate 
if we were to continue the debate but 
not have rollcall votes until 2 o'clock. I 
ask unanimous consent that any rollcall 
votes ordered between 12 o'clock and 2 
o'clock be stacked and occur at 2 o'clock 
in sequence and the first vote be 15 min
utes and any subsequent votes will be 
back to back and 10 minutes each. 

Mr. ROBERT C. BYRD. Mr. President, 
reserving the right to object, and I do 
not object, I support the majority leader 
in the request and I thank him for mak
ing the request. 

Mr. BAKER. Mr. President, I thank 
the minority leader. 

The PRESIDING OFFICER. Is there 
objection to the request of the majority 
leader? Hearing none, it is so ordered. 

Under the previous order the Senate 
will now proceed to the consideration of 
the Bradley amendment. 

UP AMENDMENT NO. 86 

(Purpose: To restore funds for certain 
programs) 

Mr. BRADLEY. Mr. President, I send 
an amendment to the desk and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from New Jersey (Mr. BRAD

LEY) on behalf Of himself, Mr. KENNEDY, Mr. 
BIDEN, and Mr. RIEGLE, proposes an unprinted 
amendment numbered 86. 

Mr. BRADLEY. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 2, beginning with line 1, strike 

out through line 15 on page 23 and insert 
the following: 

(a) The followim~ bud~retary levels are ap
propriated for the fiscal years beginning on 
October 1, 1981, October 1, 1982, and October 
1, 1983: 

( 1) the recommended level of Federal rev-
enues is as follows: 

Fiscal year 1982: $653,400,000,000; 
Fiscal year 1983: $712,400,000,000; 
Fiscal year 1984: $774,300,000,000; 

and the amount by which the aggregate lev
els of Federal revenues should be decreased is 
as follows: 

Fiscal year 1982: $51,300,000,000; 
Fiscal year 1983: $97,100,000,000; 
Fiscal year 1984: $144,800,000,000; 
(2) the appropriate level of total new 

budget authority is as follows: 
Fiscal year 1982: $776,900,000,000; 
Fiscal year 1983: $815,000,000,000; 
Fiscal year 1984: $867,900,000,000; 
(3) the appropriate level of total budget 

outlays is as follows: 
Fiscal year 1982: $700,100,000,000; 
Fiscal year 1983: $732,400,000,000; 
Fiscal year 1984: $773,300,000,000; 
(4) the amount of the deficit or surplus ln 

the budget which is appropriate in the light 
of economic conditions and all other relevant 
factors is as follows: 

Fiscal year 1982: -$46,700,000,000; 
Fiscal year 1983: -$20,000.000,000; 
Fiscal year 1984: +$1,000,000,000; 

(5) the appropriate level of the public debt 
is as follows: 

Fiscal year 1982: $1,089,100,000,000; 
Fiscal year 1983: $1,152,900,000,000; 
Fiscal year 1984: $1,196,600,000,000; 

and the amount by which the temporary 
statutory limit on such debt should be ac
cordingly increased is as follows: 

Fiscal year 1982: $89,300,000,000; 
Fiscal year 1983: $61,700,000,000; 
Fiscal year 1984: $42,300,000,000. 
(b) Based on allocations of the appropriate 

levels of total new budget authority and of 
total budget outlays as set forth in para
graphs (2) and (3) of the preceding subsec
tion of this resolution, the Congress hereby 
determines and declares pursuant to section 
301(a) of the Congressional Budget Act of 
1974 that, for the fiscal years beginning on 
October 1, 1981, October 1, 1982, and October 
1, 1983, the appropriate level of new budget 
authority and the estimated budge·t outlays 
for each major functional category are re
spectively as follows: 

(1) National Defense (050): 
Fiscal year 1982: 
(A) New budget authority, $225,400,000,000; 
(B) Outlays, $188,000,000,000. 
Fiscal year 1983: 
(A) New budget authority, $254,300,000,000; 
(B) Outlays, $221,100,000,000. 
Fiscal year 1984:: 
(A) New budget authority, $289,200,000,000; 
(B) Outlays, $250,300,000,000. 
(2) International Affairs (150): 
Fiscal year 1982: 
(A) New budget authority, $16,800,000,000; 
(B) Outlays, $11,100,000,000. 
Fiscal year 1983: 
(A) New budget authority, $16,100,000,000; 
(B) Outlays, $11,500,000,000. 
Fiscal year 1984: 
(A) New budget authority, $17,200,000,000; 
(B) Outlays, $12,000,000,000. 
(3) General Science, Space, and Technol-

ogy (250): 
Fiscal year 1982: 
(A) New budget authority, $7,400,000,000; 
(B) Outlays, $7,100,000,000. 
Fiscal year 1983 : 
(A) New budget authority, $8,200,000,000; 
(B) Outlays, $7,600,000,000. 
Fiscal year 1984: 
(A) New budget authority, $8,000,000,000; 
(B) Outlays, $7,900,000,000. 
(4) Energy (270): 
Fiscal year 1982: 
(A) New budget authority, $4,400,000,000; 
(B) Outlays, $6,900,000,000. 
Fiscal year 1983: 
i A) New budget authority, $3,800,000,000; 
(B) Outlays, $13,500,000,000. 
Fiscal year 1984: 
(A) New budget authority, $2,800,000,000; 
(B) Outlays, $4,900,000,000. 
(5) Natural Resources and Environment 

(300): 
Fiscal year 1982: 
(A) New budget authority, $8,400,000,000; 
(B) Outlays. $12,800,000,000. 
Fiscal year 1983: 
(A) New budget authority, $10,700,000,000; 
(B) Outlg,ys, $11,800,000,000. 
Fiscal year 1984: 
(A) New budget authority, $10,800,000,000; 
(B) Outlays, $10,900,000,000. 
(6) Agriculture (350): 
Fiscal year 1982: 
(A) New budget authorlt:v, $5,400,000,000; 
(B) Outlays, $4,600,000,000. 
Fiscal year 1983 : 
(A) New budget authority, $6,400,000,000; 

.(B) OUtlays, $4,700,000,000. 
Fiscal year 1984: 
(A) New budget authority, $5,400,000,000; 
(B) Outlays, $4,900,000,000. 
(7) Commerce and Housing Credit (370): 
Fiscal year 1982: 
(A) New budget authority, $8,300,000,000; 
(B) Outlays, $4,800,000,000. 

Fiscal year 1983: 
(A) New budget authority, $5,200,000,000; 
(B) Outlays, $4,200,000,000. 
Fiscal year 1984: 
(A) New budget authority, $5,800,000,000; 
(B) Outlays, $3,800,000,000. 
(8) Transportation (400): 
Fiscal year 1982: 
(A) New budget authority, $22,300,000,000; 
(B) Outlays, $21,100,000,000. 
Fiscal year 1983: 
(A) New budget authority, $2·1,500,000,000; 
(B) Outlays, $20,600,000,000. 
Fiscal year 1984: 
(A) New budget authority, $21,900,000,000; 
(B) Outlays, $20,600,000,000. 
(9) Community and Regional Development 

(450): 
Fiscal year 1982: 
(A) New budget authority, $7,000,000,000; 
(B) Outlays, $9,200,000,000. 
Fiscal year 1983: 
(A) New budget authority, $7,500,000,000; 
(B) Outlays, $7,800,000,000. 
Fiscal year 1984: 
(A) New budget authority, $7,800,000,000; 
(B) Outlays, $7,600,000,000. 
( 10) Education, Training, Employment, 

and Social Services (500): 
Fiscal ye·ar 1982 : 
(A) New budget authority, $27,800,000,000; 
(B) Outlays, $28,200,000,000. 
Fiscal year 1983: 
(A) New budget authority, $28,100,000,000; 
(B) Outlays, $27,700,000,000. 
Fiscal year 1984: 
(A) New budget authority, $27,600,000,000; 
(B) Outlays, $27,500,000,000. 
(11) Health (550): 
•Fiscal year 1982: 
(A) New budget authority, $83,600,000,000; 
(B) Outlays, $73,400,000,000. 
Fiscal year 1983: 
(A) New budget authority, $90,800,000,000; 
(B) Outlays, $80,900,000,000. 
Fiscal year 1984: 
(A) New budget authority, $99,600,000,000; 
(B) Outlays, $88,900,000,000. 
(12) Income Security (600): 
Fiscal year 1982: 
(A) New budget authority, $263,90o",ooo,-

OOO; 
(B) Outlays, $237,300,000,000. 
Fiscal year 1983: 
(A) New budget authority, $286,800,000,-

000; 
(B) Outlays, $253,000,000,000. 
Fisca1 year 1984: 
(A) New budget authority, $307,500,000,-

000; 
(B) Outlays, $270,300,000,000. 
(13) Veterans Benefits and Services (700): 
Fiscal year 1982 : 
(A) New budget authority, $24,500,000,000; 
(B) Outlays, $23,900,000,000. 
Fiscal year 1983: 
(A) New budget authority, $25,500,000,000; 
(B) Outlays, $25,100,000,000. 
Fiscal year 1984: 
(A) New budget authority, $26,500,000,000; 
(B) Outlays, $26,000,000,000. 
(14) Administration of Justice (750): 
Fiscal year 1982 : 
(A) New budget authority, $4,300,000,000; 
(B) Outlays, $4,500,000,000. 
Fis·cal year 1983: 
(A) ~ew budget authority, $4,500,000,000; 
(B) Outlays, $4,500,000,000. 
Fiscal year 1984: 
(A) New budget authority, $4,700,000,000; 
(B) Outlays, $4,700,000,000. 
(15) General Government ('800): 
Fiscal year 1982: 
(A) New budget authority, $5,000,000,000; 
(B) Outlays, $4:,800,000,000. 
Fiscal year 1983: 
(A) New budget authority, $5,200,000,000; 
(B Outlays, $5,000,000,000. 
Fiscal year 1984: 
(A) New budget authority, $5,300,000,000; 
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(B) Outlays, $5,300,000,000. 1 Assistance 
(16) General PurtpOse Fisca 

(850): 
Fiscal year 1982: . 
(A) New budget authority, $6,400,000,000, 
(B) Outlays, $6,400,000,000. 
Fiscal year 1983: 
(A) New budget authority, $6,500,000,000; 
(B) Outlays, &;6,500,000,000. 
Fiscal year 1984: 
(A) New budget authority, $6,900,000,000; 
(B) outlays, $6,800,000,000. 
(17) Interest {900): 
Fiscal year 1982: 
{A) New budget authority, $89,500,000,000; 
(B) Outlays, $89,500,000,000. 
Fiscal year 1983: 
(A) New budget authority, $93,700,000,000; 
(B) Outlays, r$93,700,000,000. 
Fiscal year 1984: 
{A) New budget authority, $94,600,000,000; 
(B) Outlays, $94,600,000,000. 
(18) Allowances {920): 
Fiscal year 1982: 
(A) New budget authorLty, $0; 
(B) Outlays, $0. 
Fiscal year 1983: 
(A) New budget authority, -$20,400,000,-

000; 
(B) Outlays, -$20,400,000,000. 
Fiscal year 1984: 
(A) New budget authority, -$27,800,000,-

000; 
(B) Outlays, -$27,800,000,000. 
{19) Undistributed Offsetting Receipts 

(950): 
Fiscal year 1982: 
(A) New budget authority, -$33,500,000,-

000; 
(B) Outlays, -$33,500,000,000. 
Fiscal year 1983: 
(A) New budget authority, -$39,400,000,-

000; 
(B) Outlays, -$39,400,000,000. 
Fiscal year 1984: 
(A) New budget authority, -$45,900,000,-

000; 
{B) Outlays, -$45,900,000,000. 

REVISIONS TO THE SECOND CONCURRENT RESOLU
TION ON THE BUDGET FOR FISCAL YEAR 1981 

SEC. 2. PUrsuant to section 304 of the Con
gressional Budget Act of 1974: 

(a) Section 1 of H. Con. Res. 448 is revised 
as follows: 

( 1) The recommended level of Federal 
revenues is $600,600,000,000 and the amount 
by which the aggregate level of Federal 
revenues should be decreased is $8,600,000,-
000. 

(2) The appropriate level of total new 
budget authority is $716,600,000,000. 

(3) The appropriate level of total budget 
outlays is $662,800,000,000. 

(4) The amount of the deficit in the budg
et which is appropriate in the light of eco
nomic conditions and all other relevant 
factors is $62,200,000,000. 

(5) The appropriate level of the public 
debt is $999,200,000,000, and the amount by 
which the temporary statutory limit on such 
debt should accordingly be increased is 
$90,500,000,000. 

(b) Section 2 of H. Con. Res. 448 is revised 
as follows: 

(1) National Defense (050): 
(A) New budget authority, $181,000,000,-

000; 
(B) Outlays, $162,900,000,000. 
(2) International Affairs (150): 
(A) New budget authority, $25,300,000,000; 
(B) Outlays, $11,000,000,000. 
(3) General Science, Space, and Tech-

nology (250): 
(A) New budg-et authority, $6,600,000,000; 
(B) Outlays, $6.200,000,000. 
(4) Energ-y (270): 
(A) New budget authority, $7,000,000,000; 
(B) Outlays, $9,800,000,000. 

(5) Natural Resources and Environment 
(300) : 

(A) New budget authority, $10,400,000,000; 
(B) Outlays, $13,600,000,000. 
(6) Agriculture (350): 
(A) New budget authority, $5,600,000,000; 
(B) Outlays, $2,700,000,000. 
(7) Commerce and Housing Credit (370): 
(A) New budget authority, $6,600,000,000; 
(B) Outlays, $3,400,000,000. 
(8) Transportation (400): 
{A) New budget authority, $25,000,000,000; 
(B) Outlays, $23,900,000,000. 
(9) community and Regional Development 

(450): 
(A) New budget authority, $8,000,000,000; 
(B) Outlays, $11,300,000,000. 
(10) Education, Training, Employment, 

and Social Services (500): 
(A) New budget authority, $31,300,000,000; 
(B) Outlays, $31,900,000,000. 
(11) Health (550): 
(A) New budget authority, $71,800,000,000; 
(B) Outlays, $66,400,000,000. 
(12) Income Security (600): 
(A) New budget authority, $250,200,000,-

000; 
(B) Outlays, $229,700,000,000. 
(13) Veterans Benefits and Services (700): 
(A) New budget authority, $23,300,000,000; 
(B) Outlays, $22,800,000,000. 
(14) Administration of Justice (750): 
(A) New budget authority, $4,400,000,000; 
(B) Outlays, $4,700,000,000. 
(15) Gener.al Government (800): 
(A) New budget authority, $5,300,000,000; 
(B) Outlays, $5,000,000,000. 
( 16) General Purpose Fiscal Assistance 

(850) : 
(A) New budget authority, $6,100,000,000; 
(B) Outlays, $6,800,000,000. 
( 17) Interest (900) : 
(A) New budget authority, $79,500,000,000; 
(B) Outlays, $79,500,000,000. 
(18) Allowances (920): 
(A) New budget authority, $0; 
(B) Outlays, $0. 
(19) Undistributed Offsetting Receipts 

(950): 
(A) New budget authority, -$28,800,000,-

000; 
(B) Outlays, -$28,800,000,000. 

RECONCILIATION 

SEc. 3. (a) Congress hereby determines and 
declares that It is necessary to make changes 
in enacted laws in order to reduce budget au
thority by $14,055,000,000, and outlays by 
$2,265,000,000, in fiscal · year 1981; to reduce 
budget authority by $51,050,000,000, and out
lays by $35,915,000,000, in fiscal year 1982; to 
reduce budget authority by $56,873,000,000, 
and outlays by $45,814,000,000, in fiscal year 
1983; and to reduce budget authority by 
$65,139,000,000, and outlays by $54,372,000,-
000, in fiscal year 1984. 

(b) The Committees on Appropriations of 
the House and Senate shall report not later 
than June 5, 1981, legislation to reduce previ
ously enacted appropriations by $12,688,000,-
000 in budget authority and $1,412.000.000 In 
outlays for fiscal year 1981; by $3,200,000,000 
in outlays for fiscal year 1982; by $1,800,000.-
000 in outlays for fiscal year 1983; and by 
$1,100,000,000 ln outlays for fiscal year 1984. 

(c) Not later than May 31, 1981, the com
mittees named ln subsections (c) (1) through 
(c) (29) of this section shall submit their 
recommendations to the Committees on the 
Budget of their respective Houses. Those rec
ommendations shall be sufficient to accom
plish the reductions required by subsections 
(c) (1) through (c) (29) of this section. Mter 
receiving those recommendations, the Com
mittees on the Budget shall report to the 
House and Senate a reconcmation blll or 
resolution or both carrying out all such rec
ommendations without any substantive re
vision. 

SENATE COMMI'l"l'EES 

(1) (A) The Senate Committee on Agricul
ture, Nutrition, and Forestry shall report 
changes in laws within the jurisdiction of 
that committee which provide spending au
thority as defined in section 401(c) (2) (C) of 
Public Law 93-344, sufficient to reduce out
lays by $163,000,000 in fiscal year 1981; to 
reduce budget authority by $474,000,000 and 
outlays by $928,000,000 in fiscal year 1982; to 
reduce budget authority by $659,000,000 and 
outlays by $618,000,000 in fiscal year 1983; and 
to reduce budget authority by $794,000,000 
and outlays by $795,000,000 in fiscal year 

1984; and 
(B) the Senate Committee on Agriculture, 

Nutrition, and Forestry shall also report 
changes in laws within the jurisdiction of 
that committee sufficient to require reduc
tions in appropriations for programs author
ized by that committee so as to achieve sav
ings in budget authority and outlays as fol
lows: $645,000,000 in budget authority and 
$3,000,000 in outlays for fiscal year 1981; 
$3,243,000,000 in budget authority and 
$3,200,000,000 in outlays for fiscal year 1982; 
$4,011,000,000 in budget authority and 
$3,961,000,000 in outlays for fiscal year 198~; 
and $4,613,000,000 in budget authority and 
$4,517,000,000 in outlays for fiscal year 1984. 

(2) The Senate committee on Armed Serv
ices shall report changes in laws within the 
jurisdiction of that committee which pro
vide spending authority as defined in section 
401(c) (2) (C) of Public Law 93-344, sufficient 
to reduce budget authority by $233,000,000 
and outlays by $233,000,000 in fiscal year 
1981; to reduce budget authority by $966,-
000,000 and outlays by $966,000,000 in fiscal 
year 1982; to reduce budget authority by 
$899,000,000 and outlays by $899,000,000 in 
fiscal year 1983; and to reduce budget au
thority by $511,000,000 and outlays by 
$511,000,000 in fiscal year 1984. 

(3) The Senate Committee on Banking, 
Housing, and Urban Affairs shall report 
changes in laws within the jurisdiction of 
that committee sufficient to require reduc
tions in appropriations for programs author
ized by that committee so as to achieve sav
ings in budget authority and outlays as fol· 
lows: $6,146,000,000 in budget authority and 
$133,000,000 in outlays for fiscal year 1981; 
$14,910,000,000 in budget authority and 
$908,000,000 in outlays for fiscal year 1982; 
$17,812,000,000 in budg-et authority and 
$1,884,000.000 in outlays for fiscal year 1983; 
and $20,703 ,000,000 in budget authority and 
$3,442,000,000 in outlays for fiscal year 1984. 

(4) (A) The Senate Committee on Com
merce, Science, and Transportation shall re
port changes in laws within the jurisdiction 
of that committee which provide spending 
authority as defined in section 401(c) (2) (C) 
of Public Law 93-344, sufficient to reduce 
budget authority by $150,000,000 and outlays 
bv $1"0.000.0(10 m fiscal yea..r 1982; to reduce 
budget authority by $300,000,000 and outlays 
by $300,000,000 ln fiscal year 1983; and tore
duce budget authority by $450,000,000 and 
outlays by $450.000,000 in fiscal year 1984; 
and 

(B) the Senate Committee on Commerce, 
Science, and Transportation shall fllso report 
changes In laws within the .1urisdictlon Of 
that committee ~ufficient to require reduc
tions in appropriations for programs au
thorized by that committee so as to achieve 
savings in budget authority and outlays as 
follows: $1.408,000,000 in budp;et authority 
and $814,000,000 in outlays for fiscal year 
1982; $1,173,000,000 in budget authority and 
$1,043,000,000 in outlays for fiscal year 1983; 
and $1,740,000,000 in bud~et authority and 
$1,682,000,000 in outlays for fiscal year 1984. 

(5) The Senate Committee on Energy and 
Natural Resources shall report changes tn 
laws within the jurisdiction of that commit
tee sufficient to require reductions in appro-
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priations for programs authorized by that 
committee so as to achieve savings in budget 
authority and outlays as follows: $2,071,-
000,000 in budget authority and $106,000,000 
in outlays for fiscal year 1981; $3,714,000,000 
in budget authority and $3,404,000,000 in 
outlays for fiscal year 1982; $3,660,000,000 
in budget authority and $3,628,000,000 in 
outlays for fiscal year 1983; and $3,604,000,-
000 in budget authority and $3,711,000,000 in 
outlays for fiscal year 1984. 

(6) (A) The Senate Committee on En
vironment and Public Works shall report 
changes in laws within the jurisdiction or 
that committee which provide spending au
thority as defined in section 401(c) (2) (C) 
of Public Law 93-344, sufficient to reduce 
outlays by $185,000,000 in fiscal year 1982; 
to reduce outlays by $900,000,000 in fiscal 
year 1983; and to reduce outlays by $1,365,-
000,000 in fiscal year 1984; and 

(B) the Senate Committee on Environ
ment and Public Works shall also report 
changes 1n laws within the jurisdiction or 
that committee sufficient to require reduc
tions in appropriations for programs author
ized by that committee so as to achieve sav
ings in budget authority and outlays as fol
lows: $2,350,000,000 1n budget authority and 
$68,000,000 in outlays for fiscal year 19tH; 
$4,935,000,000 in budget authority and 1$793,-
000,000 in outlays for fiscal year 1982; $3,-
035,000,000 in budget authority and $1,872,-
000,000 in outlays for fiscal year 1983; and 
•3.600,000,000 in budget authority and $2,-
826,000,000 in outlays for fiscal year 1984. 

(7) (A) The Senate Committee on Finance 
shall report changes in laws within the ju
risdiction of that committee which provide 
spending authority as defined in section 401 
(c) (2) (C) of Public Law 93-344, sufficient 
to reduce budget authority by $212,000,000 
and outlays by $295,000,000 in fiscal year 
1981; to reduce budget authority by $4,354,-
000,000 and outlays by $9,354,000,000 in fiscal 
year 1982; to reduce budget authority by 
$4,494,000,000 and outlays by $10,870,000,000 
in fiscal year 1983; and to reduce budget au
thority by $4,618,000,000 and o·utlays by 
$11,761,000,000 in fiscal year 1984; and 

(B) the Senate Committee on Finance 
shall also report changes in laws within the 
jurisdiction of that committee sufficient to 
require reductions in ap!Propriations for pro
grams authorized by that committee so as to 
achieve savings in budget authority and out
lays as follows: $96,000,000 in budget au
thority and $112,000,000 in outlays for fiscal 
year 1982; $114,000,000 in budget authority 
and $132,000,000 in outlays for fiscal year 
1983; and $149,000,000 in budget authority 
and $177,000,000 in outlays for fiscal year 
1984. 

(8) The Senate Committee on Foreign Re
lations shall report changes in laws within 
the jurisdiction of that committee sufficient 
to require reductions in appropriations for 
programs authorized by that committee so 
as to achieve savings in budget authority 
and outlays as follows: $1,050,000,000 in 
budget authority and $301,000,000 in outlays 
for fiscal year 1982; $600,000,000 in budget 
authority and $367,000,000 in outlays for fis
cal year 1983; and $435,000,000 in budget au
thority and $531,000,000 in outlays for fiscal 
year 1984. 

(9) (A) The Senate Committee on Govern
mental Affairs shall report changes in Jaws 
within the jurisdiction of that committee 
which provide spending authority as defined 
in section 401(c)(2)(C) of Public Law 93-
344, sufficient to reduce outlays by $513,000,-
000 in fiscal year 1982; to reduce outlays by 
$414,000,000 in fiscal year 1983; and to re
duce outlays by $357,000,000 in fiscal year 
1984; and 

(B) the Senate Committee on Govern
mental Affairs shall also report changes in 
laws within the jurisdiction of that commit
tee sufficient to require reductions in appro
priations for programs authorized by that 

committee so as to achieve savings in budget 
authority and outlays as follows: $i,776,-
000,000 in budget authority and $i,690,000,-
000 in outlays for fiscal year 1982; $6,360,-
000,000 in budget authority and $6,388,000,000 
in outlays for fiscal year 1983; and $7,462,-
000,000 in budget authority and $7,440,000,-
000 in outlays for fiscal year 1984. 

(10) The Senate Committee on the Judi
ciary shall report changes in laws within the 
judisdiction of that committee sufficient to 
require reductions in appropriations for pro
grams authorized by that committee so as to 
achieve savings in budget authority and out
lays as follows: $116,000,000 in budget au
thority and $13,000,000 in outlays for fiscal 
year 1982; $133,000,000 in budget authority 
and $81,000,000 in outlays for fiscal year 1983; 
and $144,000,000 in budget authority and 
$124,000,000 in outays for fiscal year 1984. 

(11) (A) The Senate Committee on Labor 
and Human Resources shall report changes 
in laws within the jurisdiction of that com
mittee which provide spending authority as 
defined in section 401(c) (2) (C) of Public 
Law 93-344, sufficient to reduce budget au
thority by $39,000,000 and outlays by $49,-
000,000 in fiscal year 1981; to reduce budget 
authority by $533,000,000 and outlays by 
$522,000,000 in fiscal year 1982; to reduce 
budget authority by $1,251,000,000 and out
lays by $1,195,000,000 in fiscal year 1983; and 
to reduce budget authority by $2,102,000,000 
and outlays by $2,051,000,000 in fiscal year 
1984; and 

(B) the Senate Committee on Labor and 
Human Resources shall also report changes 
in laws within the jurisdiction of that com
mittee sufficient to require reductions in ap
propriations for programs authorized by that 
committee so as to achieve savings in budget 
authority and outlays as follows: $1,776,000,-
000 in budget authority and $326,000,000 in 
outlays for fiscal year 1981; $9,753,000,000 in 
budget authority and $7,478,000,000 in out
lays for fiscal year 1982; $11,793,000,000 in 
budget authority and $10,773,000,000 in out
lays for fiscal year 1983; and $15,02'4,000,000 
in budget authority and $13,365,000,000 in 
outlays for fiscal year 1984. 

Mr. BRADLEY. Mr. President, thlis is 
an amendment which is a net revenue 
gain. Let me begin by saying that. 

Mr. Pres'ident, the debate on this 
budget has largely been framed in two 
ways. 

The first way it has been framed is in 
the rhetoric of marginal tax rates, the 
theory being, so the argument goes, that 
if we reduce marginal tax rates, we will 
increase savings, increase work, increase 
tax revenues, increase growth, and in
crease investment. 

Mr. President, these are fairly large 
claims, but, nevertheless, as I understand 
the nature of the argument, that is what 
the reduction in marginal tax rates is 
supposed to create. 

The second way that this budget has 
been viewed, is that it is framed in the 
rhetoric of Government spending on non
defense items. The argument goes that 
Government spending on nondefense 
items is one of the major engines of in
fiation. Therefore, we have to cut back 
drastically in spending on nondefense 
items. This is viewed as a retreat from 
the theoretical underpinnings of most 
modern social democracies; that is, that 
Government spending has been used ef
fectively to stimulate the economy. But 
this argument would say to the contrary 
it has created waste, created a drag on 
the economy, and stimulated infiation 
rates. 

Mr. President, these are the two argu
ments offered bY the other side with re
gard to this budget. First, a reduction in 
marginal tax rates will generate enor
mous growth; second, it will handle infia
tion by cutting the nondefense segments 
of the budget. 

Mr. President, as I have listened to the 
arguments of the other party over the 
last 2 or 3 years, I have detected a cer
tain ambivalence in them, an ambiva
lence that I think one saw in candidate 
Reagan's conduct in the previous cam
paign where early on he seemed to have 
endorsed much more of the first argu
ment; that is, that a cut in marginal tax 
rates will result in enormous growth and 
we will actually have more tax revenues. 

As he proceeded through the campaign, 
and now he has come to frame his first 
budget, we now see much more of the 
second argument as well. 

Mr. President, the first argument, the 
marginal tax rate argument, is really 
that of the new Republicans, and cutting 
the Federal budget is really the argument 
of the old Republicans. 

Mr. President, rather than engage in 
this theological dispute, I would prefer 
to try to leapfrog the issue of whether 
marginal tax rates are really going to 
increase revenues versus whether we 
should cut the budget before we reward 
people with tax cuts, and move on to the 
amendment I have offered today. 

The amendment I have offered today 
is an economic growth amendment. It is 
an amendent which recognizes that there 
is some Government spending that is es
sential for economic growth. It is an 
amendment which restores funding in 
eight areas of the Federal budget that the 
administration cut, areas which I feel are 
essential to achieving the economic 
growth that will give us the revenues that 
we need to fulfill commitments to the 
elderly, to the poor, and to the disabled, 
and will also give us the optimism about 
the future that will assure rising living 
standards for the next generation. 

Mr. President, this amendment should 
be viewed in that manner, as an economic 
growth amendment. 

Before I get into a description of the 
specific categories, I would like to estab
lish the framework. 

The framework of the amendment 
is that in order to promote economic 
growth, you need investment. That is 
very clear. But investment is more than 
simply investment in new plant and 
equipment. I do not think there is much 
dispute in this body that our industrial 
plant has deteriorated; that it consists 
of plant and equipment which was built 
for a world where oil was $3 a barrel, not 
$40 a barrel; that it does not produce as 
much output per unit as it should; and 
that we invest 10 percent of our GNP 
versus 15 percent for West Germany and 
20 percent for Japan. Yes, we do need 
new plant and equipment. What this 
amendment says is that that is not suffi
cient, and that there are two other kinds 
of investment. 

The second kind of investment is in
vestment in economic infrastructure. 

Mr. President, what this amendment 
does in the out years of 1983 and 1984 is 
to restore funds for Conrail. It would 
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continue, at a declining rate, the operat
ing funds for the system. The adminis
tration has provided $100 million for 
operating expenses in fiscal year 1982, 
and we proposed to continue support 
until Conrail becomes self-sustaining. 

Mr. President, the purpose of restoring 
funds for Conrail and, second, restoring 
funds for mass transit, $50 million in 
1982, is to frame the issue of investment 
very clearly. Investment is not simply a 
matter of private sector investment in 
new plant and equipment. It is also 
public investment in the economic infra
structure, in the railroads and mass 
transit systems of our country. 

Look at the next decade, project where 
we are going to get our economic growth. 
You hypothesize a growlng world econ
omy. You would have to argue that we 
must increase our exports, moving away 
from an investment-led economy to an 
export-led economy. If you look at those 
areas where we have an advantage, Mr. 
President, clearly one of those is coal. 
The problem is that you cannot get the 
coal from the mines to the ports because 
the railroads are not good enough. 

So, Mr. President, this amendment 
recognizes that investment means re
building railroads, ports, and mass tran
sit systems. If we are looking at a decade 
where we continue to be dependent on 
foreign oil, we clearly see the need to 
keep mass transit systems functioning. 
Otherwise, we will push people into auto
mobiles, consuming more foreign oil and 
making us more vulnerable to oil supply 
disruption. 

So, Mr. President, the restoration of 
funds for Conrail and for mass transit 
is directly related to getting the economy 
bacl\: on the path of sustained growth. 

In addition to investment in new plant 
and equipment and investment in eco
nomic infrastructure, there is another 
kind of investment that is equally Im
portant. That is investment in people, 
primarily in education and retraining. 
Mr. President, this amendment would re
store $350 million in fiscal year 1982 for 
Elementary and Secondary Education 
Act title I programs, $100 million for 
the Pell grants, and $100 million for 
guaranteed student loans, and would 
provide $300 million for an experienced 
worker retraining program. 

Why these amendments, Mr. Presi
dent? Why these programs funded at 
these levels? Mr. President, if you have 
new plant and equipment and you have a 
rail system that is modernized and a 
mass transit system that works, all of 
those things promote economic growth. 
What you need in addition is a worlc force 
that is trained, a work force that is 
skilled, a work force that has a view of 
the future that will assure maximum 
work effort. 

Mr. President, the Elementarv and 
Secondary Education Act, title I, is basic
ally a program that goes to those school 
districts in the country that are most 
disadvantaged. Mr. President, school 
districts that are the most depressed 
in the country get assistance under tit1e 
I, which means that the students of th"'se 
schools have the lab eou\pment and the 
school books with which they can ac-

tually learn. If you look at our country 
over the next decade or so, you see a 
very real danger that those citizens, 
those young people who are now in our 
cities and have no stake in our society, 
will continue to have no stake in our so
ciety. By the time we get to the 1990's, 
they will not be 20 or 25 but 35 and 40, 
still with no stake in our society. That 
will be precisely at the time, in the mid-
1990's, when we will have a labor short
age, precisely at the time that we will 
need all the available manpower we can 
marshal. 

Mr. President, what this amendment 
says is let us make sure that those in
dividuals have an adequate education. 
Let us make sure that they have an op
portunity to go on to college; let us make 
sure that they have an opportunity to 
maximize their skills-not for paternalis
tic reasons or for fear reasons, but pre
cisely because the economic growth po
tential of this country depends upon the 
maximum efficient utilization of our 
manpower, which includes young people 
in our cities. Mr. President, that is the 
purpose of the Pell grants, the guaran
teed student loans, and the Elementary 
and Secondary Education Act program 
expenditures. 

As to the experienced worker retrain
ing, if we look at our manpower, we see 
many citizens who are out of work, work
ers who no longer have jobs because of 
competition from abroad. Competition 
from abroad did not spring up overnight. 
People are not buying foreign automo
biles because they are brightly colored 
or have softer seats; they are buying 
them because they get 40 miles a gallon 
and they are quality products. It is 
clear-and I do not mean this to apply · 
to the automobile industry-that some 
industries in this country will lose their 
competitive advantage in the near term. 
What we in Government must be con
cerned about are the people working in 
those industries. To be consistent with 
maximizing our economic growth, we 
have to make sure that those individuals 
are retrained from the less competitive 
sectors of our society to the more com
petitive sectors of our society. 

That is the purpose of this amend
ment. It says, let us take those people 
who are working in industries that can 
no longer make it; let us give them train
ing, make sure they are trained-not 
subsidization, but make sure they are 
trained so they can move into the more 
vibrant parts of the private sector that 
are going to contribute the most to the 
growth potential of this country in the 
next decade. Mr. President, those are the 
three kinds of investment that this 
amendment attempts to address: new 
plant and equipment, sure, that is nec
essary; investment in economic infra
structure, equaUy necessary; investment 
in people, equally necessary. 

If we continue down this path, think
ing that simply by reducing the tax rates 
and simply by reducing nondefense 
spending in thi.s budget, we are going to 
hit on a consistent living pattern for 
Americans that is go;ng to last the next 
20 or 30 years, I think we are kidding 
ourselves. What we have to recognize is 

that investment is necessary in three 
areas, not one area. That is what this 
amendment attempts to do. 

In underlining those three kinds of in
vestment, this amendment addresses the 
central issue to our competitive advan
tage. We must make a commitment to 
research and deve!opment, we must make 
sure that we remain on the cutting edge 
of technological change. This amend
ment restores $70 million for NASA and 
$60 million for the National Science 
Foundation. 

Take NASA as an example. This budg
et funds almost all of the defense ap
plicat~ons for NASA. What it does not 
do is fund the solar electric propulsion 
system or the international solar polar 
mission or other space science, space ap· 
plications, aeronautics and space tech
nology-precisely those areas which, in 
the next decade or longer, are going to 
give this country the kind of competitive 
advantage that it can attain only if 
the Government makes these expendi
tures on this kind of research and devel
opment. By cutting this spending out of 
the budget, Mr. President, we are really 
short circuiting the jump on Japan and 
West Germany that we already have and 
we are creating a situation where they 
might catch UP-not in the defense area, 
that is clear, but in the competitive 
areas, in ways that are going to hamper 
our economic growth in the next decade 
and beyond. 

To the National Science Foundation, 
as I said, we would restore $60 million 
here. w·hat does this do? This restores 
full funding for instrumentation grants 
and provide partial restoration of 
money for science education and re
search. 

Mr. President, it makes no sense, if you 
look at the long run, to say that we must 
cut out funds for our scientists, our 
brightest scientists. Oh, they will say, we 
are not cutting out funds for science. 
That is right; we are only cutting out 
funds for the instruments to put in the 
laboratories which the scientists could 
use to learn their craft and develop the 
skills that are essential to putting us back 
on the path of vibrant economic growth. 

Mr. President, that is what this 
amendment does. It restores funds for re
search and development, for investment 
in economic infrastructur~. and invest
ment in education and retraining-pre
cis~Jy for th~ reason, Mr. President, of 
getting this country back on the path of 
economic growth. 

It ic:; an illusion, Mr. President, to be
lieve that there is one simple answer to 
our economic pro"'lem-cutt;ng mar~inal 
tax rates or eliminating nondefense 
spending. It is much more complicated 
than that. This amendment tries to ad
dress those complexities in a rational 
manner. 

Mr. President. I said at the beginning 
of my presentation that t.his is a net 
revenue gainer. It is, Mr. President. be
cause, in addition to restoring these 
funds, we eliminate two tax expendi
tures: One that the Senate has already 
d1scusc;Pd. commoditv st.raddJes. and the 
other Domestic International Sales Cor
porations. So, by 1984, if this amend-
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ment is adO!)ted, there will be a net 
budget surplus of $1 billion. So, Mr. 
President, this is not an amendment that 
prevents us from meeting the aims of the 
reconciliation package or the aims of a 
balanced budget by 1984, however much 
any of us think that might be a dream, 
given the assumptions of the administra
tion. What this does is take some of those 
assumptions and say, fine, we shall have 
a. budget surplus under this amendment 
by 1984. 

Mr. President, I would argue strongly 
that, rather than engage, as I am sure 
we will in the Senate in the coming 
weeks, in the theological dispute about 
marglnrul tax ra.tes or cuttslng the budget, 
let us leapfrog that debate and address 
the real issues of economic growth in this 
country in the next decade. That is what 
this amendment attempts to do. I think 
it does it. 

Mr. President, I am pleased to yield 
to my colleague from Delaware <Mr. 
BIDEN). 

Mr. BIDEN. I thank the Senator. 
Mr. President, I shall be brief, since 

we are marking up the Justice Depart
ment bill in the Committee on the Ju
diciary. 

The PRESIDING OFFICER. The Sen
ator may proceed. 

Mr. BIDEN. Mr. President, I commend 
the Senator from New Jersey for balanc
ing the changes made in spending pro
grams by this amendment with reduc
tions in tax expenditures. It makes no 
sense to me to reduce Federal activities 
that strengthen the economy--such as 
transportation or education-while leav
ing in place tax expenditures that repre
sent Federal intervention in the econ
omy, often to the detriment of the econ
omy. The two tax expenditures that this 
amendment cites as examples of poten
tial savings from tax expenditures
tax straddles and DISC's~are surely less 
useful in building a strong economv than 
are the programs which this amendment 
seeks to restore. 

The commodity straddles are ma
nipulations of commodity transactions 
purely for tax avoidance. A straddle con
S·ists of taking both a long and a short po
sition in a commodity-then taking a loss 
in one year to offset other taxable gains 
while creating a g·ain in the other year
where it can be offset by a loss from a new 
straddle. There is no gain to the econ
omy from these transactions. But the tax 
avoidance they represent costs the Fed
eral Government $1.3 billion. 

The Domestic International Sales Cor
porations <DISC's) can receive an in
d€'finite deferral of taxes on half of their 
profits from export sales above a base 
period. But there is no evidence that this 
deferral really stimulates exports that 
would not have occurred anyway. But it 
costs $1.8 billion in lost revenue. 

These are only examples of the dozens 
and dozens of nonproductive or counter
productive tax expenditures that would 
be candidates for elimination to help 
ftnanc·e the important economic health 
builders restored by this amendment. The 
fact is that the ever increasing number of 
special provisions in our tax code have 
increased its complexity; added to Gov
ernment intervention in the economy; 

and reduced our ability to give general 
tax reduction. 

Anyone who has ever filed a tax return 
will agree that our tax system has grown 
to be far too complex. It is now burdened 
with hundreds of special provisions, most 
of them intended as incentives to certain 
kinds of actions. Most of them were 
added to the tax code with the best of 
motives, as an incentive to act in one way 
or another. The reward was to be are
duced tax bill. 

The use of the tax system for such pur
poses is often praised because it is said 
to achieve an objective without creating 
a large bureaucracy. But, to the extent 
that this is true, we pay a high price for 
it, because no one monitors the opera
tions and impacts of these tax expendi
tures. IRS, which administers these pro
visions, cannot be an expert in the myr
iad tax code provisions which encom
pass such subjects as housing, energy, ex
port trade, consumer loans, oil depletion 
allowance and a host more. In Congress, 
the legislative committees that usrually 
work on these subjects· have no jurisdic
tion over the tax code. So no one meas
ures the effects of these tax provisions, 
no one determines whether they are eco
nomically beneficial, no one looks at the 
economic distortions they may introduce. 

It is certainly possible that one cause 
of our economic problems is that the Tax 
Code has artificially diverted economic 
resources into less productive uses. What 
is more, every one of these tax provi
sions decreases the total pool of revenue 
on which the Federal Government can 
draw to finance defense and other crit
ical Government programs. Because that 
pool of revenue is decreased, there is also 
less opportunity for general tax relief. In 
an article, "Ax May Hit Tax Credits, 
Deductions," by Caroline Atkinson which 
appeared in the Post on April 26, 1981, 
the writer said: 

And tt does entail government interven
tion in the economy. People· .are encouraged 
to invest, spend or save in one particular 
way rather than ·another by a federal sub
sidy, a.lbei·t one operated through the ta.x 
system rather tban the budget. 

Mr. President, those may be economi
cally beneficial ways or they may not. 
Might we not be better off to eliminate 
these special incentives to economic ac
tion and just allow the free market to 
operate? Why shoud Government write 
tax laws to manipulate economic activ
ity? Might we not be better off to give 
back to each person a greater share of 
their income and then let them decide 
how to invest it? 

An economist, Robert J. Samuels'O'Il, 
said in an article entitled "Top-Heavy 
Tax System Its Own Worst Enemy" in 
the Post on April 28, 1981: 

Instead, i:t has become a vehi·cle for social 
engineering and political favoritism. It's 
tinkered with and twisted to satisfy the 
grLpes and self-pleading of any group that 
ca.n hire a clever tax attorney and publicist 
to make its case. Responding to some bad 
causes and a lot of good ones-individually 
worthy-has produced a top-heavy system 
that is becoming its own worst enemy. 

On the issue of complexity, no more 
needs to be said. Everyone knows about 
it, but no one does anything about it. 
As Robert Samuelson says: 

Ta.lk about paperwork. The Office of Man
a.gement and Budget estimates that about 
half of a.U government croo.ted paperwork 
stem.s from tax forms, to the tune of about 
650 million hours annually. 

Mr. President, if we really want to cut 
Government paperwork, we had better 
take a closer look at the Tax Code that 
we in Congress have written. 

Both of these articles point up the 
need for greater review and control over 
tax expenditures and I ask that they be 
printed in full at the end of my 
statement. 

The PRESIDING OFFICER. Without 
obJection, 1t is so ordered. ~See Exhtbit 
1.) 

Mr. BIDEN. Until we can achieve bet
ter control over tax expenditures, Mr. 
President, it makes sense to prune them 
back some to make it possible to continue 
vital ec·onomic activities, ac•&ivities de
signed to increase productivity, such as 
education, scientific research, transpor
tation, and worker training. That is what 
is proposed in this amendment. 

Tax expenditures now total some $250 
billion each year. Yet the President's 
economic renewal program-which deals 
with taxes and spending--does not even 
touch them. Just as surely as there is 
wasrte in our expenditure budget, some 
existing tax expenditures are not achiev
ing a useful economic purpose. It makes 
sense to weed out a few of the leas:t pro
ductive ones to finance some highly pro
ductive expenditures. 

EXHmiT 1 
[From the Washington Post, Apr. 26, 1981] 

Ax MAY HIT TAX CREDITS, DEDUCTIONS 

BUDGETEERS FACE UNPOPULAR CHOICE 

(By Caroline Atkinson) 
President Reagan has set about cutting 

the budget with a vengeance. But so far he 
has left untouched about $260 billion of 
revenue lost by the federal government each 
year through special deductions, exemptions 
and credits against tax, sometimes labeled 
"tax expenditures." 

This was not an oversight. Many Reagan 
oftlcials reject the notion of tax expenditures 
on ideological grounds. In a typical defense 
of the decision to spare expensive tax loop·
holes and special subsidies from the budget 
ax, omce of Management and Budget Direc
tor David Stockman said recently, "Our man
date was to cut spending, not raise taxes." 

But budget experts accuse Stockman of 
being disingenuous. They say that many so
called tax expenditures are equivalent to di
rect spending programs in their effect on the 
economy. Others, such as the deduction 
against tax allowed for interest payments on 
mortgages and consumer installment loans, 
work directly against the administration's 
declared objective of increasing savings in 
the economy, they say. 

In close cross-questioning in the House 
Ways and Means Committee earlier this year, 
the OMB director had to agree that some tax 
expenditures are analogous to direct spend
ing and should be analyzed in the same way. 

A homeowner who deducts mortgage inter
est payments before calculating tax liab111ty, 
an employee with free medical insurance 
that is not counted as part of income or a 
private firm that can invest cheap money 
raised by the sale of tax-exempt state or 
municipal bonds, are all beneficiaries of tax 
expenditures. So, too, are the rich investors 
who escape taxes through commodity strad
dles or the indeoendent oil com~anies that 
can write off as depreciation costs more than 
thev ever spent on a well. 

The federal government loses tax revenue 
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through the special deductions and tax 
credits for these and other groups. ln many 
ways such tax measures work like spending 
programs to subsidize certain people or ac
tivities. And often members of Congress 
argue that they do the job of a spending 
program without adding new layers of bu
reaucracy to the federal government and 
without, in theory, increasing federal spend
ing. 

For example, in 1978, when Congress de
cided to encourage people to insulate their 
homes, it enacted a tax credit for those who 
did so, rather than setting up a grant pro
gram. But, of course, such a tax credit boosts 
the budget deficit just a.s a spending pro
gram would. 

But Congress is likely to mount some sort 
of attack on tax expenditures this year, even 
if the administration does not go along with 
it. H9use Budget Committee Chairman James 
Jones (D-Okla.) has suggested shaving $3.2 
billion from next year's deficit through clos
ing "loopholes." House Ways and Means 
Chairman Dan Rostenkowski (D-Ill.) is 
likely to urge elimination of some tax ex
penditures in the tax bill his committee 
writes. 

And even the administration may be soft
ening its stance on tax expenditures. Treas
ury Secretary Donald T. Regan told the Sen
ate Budget Committee this mo~th that the 
Treasury is studying various tax expendi
tures and may recommend changes in some. 

But despite the large revenue losses from 
these special credits and deductions, there 
are few that could be eliminated easily. The 
tax deduction for interest on home loans is 
a prime example. However undesirable it is 
economically, few politicians could vote to 
scrap this provision-a vital element of 
many f.amilies' finances. 

There are also considerable political con
stituencies behind deductions for interest 
paid on consumer loans, the tax exemption 
for employe health benefits, deductions of 
state and local taxes, or tax-exempt retire
ment saving schemes: these measures mean 
a lot of money to .a lot of people. 

But 1f Congress and the administration 
are in the mood to push for cuts in many 
favored spending programs, why not stand 
up to the tax spending lobbies, too? 

There is both a political and ideological 
answer. First, some of the most conspicuous 
tax expenditures are tax shelters or loop
holes used by the rich to shield p.art of their 
income from the government's long arm, 
while many others help middle-class tax
payers who are favorites for congressional 
aid this year. Tax deductions help only those 
30 percent of middle- and upper-income tax
payers who itemize their deductions. 

Second, many conservatives do not like 
the term "tax expenditures" because of the 
implication that the federal government 
somehow is spending money, when it merely 
chooses not to tax certain amounts of in
come. In addition, experts find it difficult to 
determine just what constitutes a tax 
expenditure. 

But tax expenditures do unquestionably 
reduce the tax base, the pool of income that 
a government can draw on for taxes. And 
even the staunchest conservatives agree that 
governments need to tax some pool of in
come, to allow the government to pay for 
defense and policing, for example. 

Then the government ha.s to decide at 
what rate to levv taxes. 

Special tax deductions and credits restrict 
the pool of taxable income and the t.ax base, 
but do not cut tax rates. Tax expenditures 
mean that some kinds of income used for 
certain purposes are no longer subject to 
tax, but taxes are levied on the rest at the 
same rate. So this way of cutting taxes. or 
increasing tax expenditures, certainly does 
not help everyone, nor can it encourage a 
general increase in work, saving or invest
ment. 

And it does entail government interven
tion in the economy . .t'eople t~.re encouro:.ged 
to invest, spend or save in one particular way 
rather than another by a federal subsidy, 
albeit one operated through the tax system 
rather than the budget. 

Conversely a cut in tax expenditures, while 
it swells tax revenues, is thought by many 
to be more like a cut in government "spend
ing" than a rise in tax rates. It seems 
strange, say such observers, that a cut in the 
student loan program can be counted .as 
"good" because it's a spending cut, but that 
the administration blesses tuition tax cred
its which give tax breaks to people paying 
for their children's college education. 

Both involve a government subsidy of col
lege education: one through the budget and 
one through the tax system. Both wm add to 
the budget deficit. But one shows up in a 
spending program and the other does not. 

Ironically, tax credits and deductions have 
increased dramatically in recent years and 
have been legitimized, as one economist says, 
by the very movement that sought to curb 
their use. Stanley Surrey, who invented the 
term tax expenditures, and others who have 
argued for a more detailed and precise ac
counting of the revenues lost through them, 
generally thought them an inefficient and 
unfair way of supporting certain activities. 
In particular it is pointed out that tax deduc
tions help rich people more because they are 
in higher tax brackets. 

But since the term tax expenditures made 
clear how the tax code may be used like a 
spending program, it became the fashion in 
Congress to include a. few special deductions 
and credits in any tax bill. President carter, 
while officially against tax expenditures and 
loopholes, further popularized their use. Dur
ing his presidency, he suggested 20 new tax 
expenditures, most of them part of his energy 
proposals. While many were not passed, Con
gress thoug"ht up some more of its own, and 
20 new ones became law during the four 
years of the Carter a.dministration. 

Even in this year of spending cuts, and 
when some congressmen are talking critically 
of tax loopholes, there is a strong push for 
some new tax expenditures. The savings in
centives, which Ways and Means Chairman 
Rostenkows'ri has promised to include in 

·any tax b111 that comes out of his commit-
tee, are tax expenditures, for example. 

They would cut the tax paid on savings in
come, whether by excluding some of it from 
ta'C alto~ether or allowing the interest to be 
deducted against tax. This would reduce the 
tax base and not the tax rate. The a.dmlnts
tmtion has argued againc;t such measures as 
a.n alternative to marginal rate cuts. They say 
a general cut In rates, and thus a rise in 
after-tax yield on savlne-s, would be a more 
efficient way of boosting-saving. 

But the temptat.lon to use the tax code M 
a tool for intervening closely in the economy 
prooablv wm prove o~rerwhelming once a.galn 
this year, while the attempt to curb tbe cost 
of such fine tuning In the past could founder. 

fFrom the Wa<shln.,.t.on Post, .t\pr. 28. 1981] 
TOP-HEAVY TAX SYSTFM ITS OWN WORST 

ENEMY 

(By Robert J. Samuelso11.) 
The temotation is to say that Jim Jones 

has cro.c:sed the thin line between crusader 
and crackpot. 

Jones-not to be confused with the chair
man of tlhe House Bud~et Committee or the 
fanatical cult leader-is an amiable. retired, 
Texas busin~ssman who thinks the U.S. tax 
s.rstem stinll's. He's been polring ar0und 
Washington for the pa.st few years, tell1ng 
ayone who will Uc;t.en. Too much pauerwork, 
too many contradictions. Junk it, he says. 
Replace it with a fiat tax. 

Any practical uoliticia'l will tell you that 
Jones Is a fool. You can't simply scrap the 
whole system and replace it with a nice 

simple tax. That would cause rebellion. We 
live in a complex society. The tax system 
reflects the complexity. Its provisions-com
plicated though tlhey may be-respond to 
the peculiar needs of all the diverse groups 
that comprise America. 

Which is preClsely .Jones's insight. We have 
lost sight of the essential purpose of any 
tax system: to raise money for legitimate 
public purposes. 

Instead, it has become a vehicle for social 
engineering and political .favoritism. It's 
tinkered with and twisted to satisfy the 
gripes and self-pleading of any group that 
can hire a. clever tax attorney and publicist 
to make its case. Responding to some bad 
causes and a lot of good ones-individually 
worthy-has produced a top-heavy system 
tha. t is becoming its own worst enemy. 

All this is worth pondering as Congress 
prepares to write another tax bill. For no 
public program is bigger and affects more 
people than the tax system. Whether people 
respect the system-no one expects them to 
like it--determines to a considerable extent 
whether they respect government. And the 
evidence is beginning to show that public 
respect is on the wane. 

For years, Americans' high rate of volun
tary tax compliance has been the envy of 
the world. But anecdotal and statistical evi
dence is now challenging this reassurin~ 
cliche. A public opinion survey commissioned 
last year by ·the Internal Revenue Service 
found that as many as one-quarter of the 
taxpayers may have under-reported their in
come deliberately at one time or another. 
A more thorough IRS investigation a few 
years ago estimated tlhat perhaps 9 percent 
to 12 percent of income goes unreported. 

Of course, there always has been unreport
ed income-from crime, for instance. But 
the hunch of specialists is that chiseling 
and cheating are on the rise and, more im
portant, have gained increasing respectabil
ity. The system's very complexity-making 
everyone believe that someone else is bene
fiting from a special tax break, so why not 
me? encourages it. 

Jones' description of the tax system as gro
tesque is hardly unique. Here is Aaron Wil
davsky, a well-known political scientist at 
the University of California. (Berkeley), 
writing in a. recent issue of the Washington 
newsletter Tax Notes: 

"Practically everyone I know believes that 
other people take unfair advantage of the 
tax code .... Those who benefit sneer at 
how easy it is or feel guilty at taking ad
vantage Of provisions presumably designed to 
do good. There is a pervasive sense that 
moral values are being subordinated to strat
egies for minimizing taxes, so that financial 
gain is suspect--.because it 8.1ppears to be de
rived more from special privilege than from 
unusual talent. Consequently, the legitimacy 
afforded to government by the people, the 
respect that supports the authority -to gov
ern, is being undermined." 

And here is the conclusion of a special 
study commission established by the Cham
ber of Commerce of the United States: 

"The primary conclusion of the commis
sion is that massive tax simplification is 
urgently required .... The Internal Reve
nue Service is generally a.n efficient a.nd 
well-ru,n agency, but no organization can 
administer so grossly complicated a tax sys
tem without gradually assimllating some of 
the problems of the system it represents. The 
myriad social policy decisions currently be
in~ enforced through the tax system also 
turns the IRS into a 'liqh.tn!ng rod' for all 
manner of citizen complaints about their 
government whether or not connected with 
revenue matters." 

We have come to this in barely a genera
tion's time. Thomas F. Fields, a lawyer with 
Tax Notes, recalls that, before the early 
1940s, a lot of people "were proud to pay in
come ta.x." Rates were low, and a relatively 
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small part of the population paid taxes; it 
was a sign of distinction, of "having made 
it." But during the war the government 
adopted withholding, and then the bite of 
government spending and taxes increased 
sharply. 

The result is a system so riddled with 
deductions, credits and income exclusions 
that tax rates (what's on the forms) and 
the tax burden (what government actually 
takes out of the economy) diverge substan
tially. How much? 

Look at it this way. Government spending 
constitutes about 22 percent to 23 percent 
of the nation's gross national product. 
Roughly, a tax of slightly more than one
fifth o! what we produce wlll cover that. But 
the top corporate tax rate is 46 percent. And 
the individual rates run from 14 percent to 
50 percent (for earned income, such as 
wages) and to 70 percent for so-called un
earned income (such as dividends and in
terest). 

All this produces collective gamesman
ship on two levels. 

First, there's the individual and the firm. 
Everyone strives to find the maximum com
bination of credits, deductions and exclu
sions to reduce taxes. For this reason-or 
simply because the system is so compli
cated-two fifths of all individual returns 
are prepared by professional accountants 
or tax services, according to the IRS. 

Second, there is the political gamesman
ship. At the moment, groups are exhorting 
Congress to enact, among other things, the 
following: tax credits !or college and pri
vate school tuition, tax credits for firms en
gaging in research and development, liber
alized deductions for charitable contribu
tions, and refundable investment tax credits 
for firms that have large losses. The list 
goes on. 

The upshot is a remarkable centraliza
tion of political and economic power. The 
tax system tells people and firms to do some 
things, not to do others-and many of the 
commands represent inemctencies. At the 
same time, an increasingly large army of 
lawyers, accountants, lobbyists and econo
mists now dedicates itself to manipulating 
the system or (as with economists) simply 
trying to understand its effects. 

Talk Slbout paperwork. The Office of Man
agement and Budget estimates that about 
half of all government-created paperwork 
stems from tax forms, to the tune of Slbout 
650 milllon hours annually. 

Undoing this mess won't be easy, precisely 
because tax provisions satisfy broad con
stituencies and most were enacted (as Wll
davs~y puts it) "to 8/CcompHsh a good pur
pose." But we need to acknowledge the 
destructive logic of the process: that every 
special provision means that general tax 
rates go higher and that more groups, see
ing others with tax breaks, are encouraged 
to seek similar treatment. 

What this requires is a change in mood. 
More than ever, every part of the poll tical 

spectrum believes that the tax system is to 
be used for special purposes. Liberals, con
serv·atives, unions, corporations, charitable 
organizations all are chanting for their own 
pet proposals. The paradox is that the poli
ticians who encourage and respond to these 
pressures think they're upholding the worth 
of the political system and the public's 
confideil!Ce in government. In fact, they 
may be slowly destroying both. 

Mr. BIDEN. Mr. President, let me take 
abo.ut 5 minutes to try to highlight my 
rationale for cosponsoring this amend
ment of Senator BRADLEY's, which is, 
essentially, what the Senator from New 
Jersey and I attempted to do on the rec
onciliation instruction. 

We have-as the Senator puts it so 
succinctly-attempted to leapfrog the 
debate. We are not talking about argu
ing on the margins here. 

One of the problems with this insti
tution-and both our political parties are 
institutions-is that we are continuing, 
notwithstanding all the rhetoric about 
how we are going to make fundamental 
changes in terms of how we view the 
Government's role with regard to Fed
eral expenditures and tax expenditures, 
to argue on the margins. 

On the one side, we argue whether or 
not the tax rates should be increased or 
decreased, or decreased at what rate; 
and the other side of that equation is 
how much we are going to trim expen
ditures in the nondefense area, or how 
to cut down on the rate of growth of de
fense spending. 

As the Irish poet William Butler Yeats 
said about 80 years ago in commenting 
on his times, "The world has changed; 
it has changed utterly." 

Things have changed utterly in this 
country, and we have failed to under
stand how that change has taken place, 
if we judge by the major voices in both 
our political parties. 

We are not on the m9.rgins. We are 
talking about the future versus the past. 

We are not going to do a great deal 
about growth, notwithstanding the un
dying and unyielding faith the Presi
dent seems to have in his laissez-faire 
economics. He thinks the free enter
prise engine is going to create all this 
busine"s and all this growth. 

At the same time, as I read the budget, 
he has essentially written off the North
east and the central northern parts of 
the Uni.ted States of America. He has 
said that, somehow, we are going to find 
these great, new breakthrou~hs in re
search and development and science and 
technology bv the Federal Government 
getting out of that activity. We are going 
to see to it that we have the ability to 
transport and export our great hope for 
export, after agriculture, and that is coal. 

I see the chairman of the Agriculture 
Committee in the Chamber, and I concur 
with him that agriculture is our single 
most valuable asset. 

The President says we are going to 
make major new changes in our energy 
picture, but we are forgetting how we 
are going to get this coal to the ports for 
export. 

The administration also has indicated 
that mass transportation really does not 
matter a great deal, because probably 
we are just going to be able to go along 
as we usually have, and we will continue 
the use of the automobile. 

Then the President comes along and 
says that we are going to cut back on the 
already strapped middle and lower mid
die class wage earners, who are supposed
ly the subject of his largesse in this 
budget, and we are going to see to it that 
it is a lot harder to send their children 
to college. He has decided that the Pell 
grants are going to be cut, as well as the 
guaranteed student. loans, which affect 
not only low-income folks but also 
middle-income folks, who have trouble 
getting their children to college. 

He has decided that the most skilled 
work force in America and in the world 
which happens to be in large part in th~ 
so-called "Frost Belt," will have to cut 
it some other way. We are not sure how. 
We are not sure where. We are not sure 
why. We are not sure if. But they are 
going to cut it; and they are not going 
to worry about that, because free enter
prise is going to take care of this. 

I note in today's New York Times that 
a number of major corporations have 
endorsed the plan of the Secretary of 
Transportation for the takeover of Con
rail. That is good; I am all for it. If these 
independent railroads are going to come 
in and take over Conrail for us, a little 
more than a piece at a time, and get it 
working, I am all for it. I would rather 
the railroad be owned by profit-making 
enterprises. 

But what is going to happen in the 
next couple of years? What happens if 
they do not? What happens if they do 
not move and if they do not move 
quickly? 

I met with a group of Congressmen, 
most of whom happened to be Demo
crats, on alternative plans the Democrats 
should have. Essentially, they were 
Southern and Western Congressmen. 
They said, "We will just have to adjust." 

I said, "How are we going to adjust? 
How are we going to do that?" 

They said, "In 2 or 3 years, maybe 5, 
this transition will have occurred." 

I said, "Good. I'm all for that. But 
what happens in the meantime? What 
happens when my folks from southern 
Pennsylvania are trying to make it to 
Colorado to get in on the boom? How 
are they going to get there? What is go
ing to happen to their families? What 
happens in the meantime?" 

I want my autoworkers to become 
roughnecks in Oklahoma. I want them 
to make a big buck. But I do not under
stand how we figure they are going to 
get there between now and those 5 years. 

What I feel embarrassed about is that 
it took me this long to figure out what 
the administration really meant. It 
really means hang on any way you can; 
it will work out in the end. I am not so 
sure it will work out in the end. 

The Senator and I are not here talk
ing about whether or not we should put 
money batck into food stamps or whether 
or not we should do something about 
the school lunch program. All those 
things are important debates. 

I will leave it to my more senior col
leagues to conduct that debate. They are 
used to that, and it is something they 
feel very committed to. I will leave that 
to my more senior colleagues on the 
other side of the aisle, the more con
servative colleagues, who suggest that 
it is not the role of the Government to 
do those things. I am not talking about 
that. 

We are trying to figure out if we mean 
what we say. We say that the key to 
America's advance into the 21st century 
is our ingenuity, our research, our tech
nology, the great minds we have, our 
educational system, and the skilled work 
force. Fine. I will settle for that. 

I point out that by cutting out two 
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tax expenditures, we end up with a sur
plus. I mean we end up in a tradeoff 
where there is going to be more money 
in the Treasury than is taken out by 
adding on these things. All we are ask
ing for is a shot at a little growth. . 

I chair a nuclear military planrung 
group for NATO, and I happened to be 
in FTance, speaking with a group. We 
were talking about nuclear weapons and 
were about to go on to a dinner, to speak 
at the dinner. It was delayed an hour. 
and the debate between Giscard and 
Mitterand was delayed an hour on 
French television. It was going to be 
broadcast. Do you know why it was 
delayed? Because the French people 
wanted to watch the Columbia land. The 
Presidential debate, in the most heated 
election in the recent past, was delayed 
an hour so that France could watch the 
Columbia land. 

The switchboard of the French na
tional television networks blew when 
they found out they were going to go on 
with the French Presidential debate
literally. In the uproar, they moved the 
debate back an hour. 

Do you know what all those high
ranking Frenchmen, including some of 
their theoreticians who were at that 
meeting, talked about as they watched? 
They said, "look at that. There is Amer
ica. I guess you are on your way back." 

We could have done 6,000 other things, 
but nothing was as important as the 
symbol of seeing the Columbia land on 
the dime, on the second. They know 
what we have. 

Here we are deciding that NASA is 
being cut. We can talk about the mili
tary applications, but we are still cutting 
NASA. We are cutting the Natfonal Sci
ence Foundation. We are cutting Con
rail. We are cutting ma'ss transporta
tion. We are deciding that poor kids, 
lower income families, will not get edu
cation programs under the title I pro
gram. 

We are deciding that the Pell grants 
and funding for grants for students to 
go to college at $1,800 a year-! do not 
know where they are going to find 
that-are not going to happen. 

All those folks who have a kid in col
lege, hang on. All of those who are in
terested verv much in seeing to it that 
their kids get a shot to go to school and 
are looking for that low-interest money, 
hang on, because it is not coming. 

So what have we done? We caoped it 
all off by dP-~iding thqt we are not going 
to retrafn the most skilled work force in 
the world to give them a shot at the new 
industry. 

The Senator and I, although we are 
from the Northeast, are not suggesting 
we hang on to things that should not be 
hung on to. We are suggesting that we 
have a shot. that our oeoole have a shot, 
and that Senators think about doing for 
the Northeast what we spent a lot of 
time doing for the South and the West. 

Somehow we have ended up with four 
economies in this country. at least. Some 
would argue there are only three. some 
two, but clearly there is more than one. 
And this budget does not fall too well for 
my section of the country, although I 

should note for the REcORD the lower two 
counties in my State consider themselves 
part o! the South, and I want that to be 
noted, that they believe that. The fact of 
the matter is, though, their economy is 
tied in the Northeast as much as they 
hate to admit it. 

Mr. President, as I said there is a great 
deal to say about this, and I probably 
would have been wiser to stick to my pre
pared text, but let me sum it up. 

The Senator from the State of New 
Jersey is absolutely correct. If we do not 
do it now I guarantee you we will be here 
in 2 years or 4 years doing precisely what 
he has been arguing for, and that is 
leapfrogging this traditional debate 
which is getting us really nowhere very 
rapidly. Without a significant commit
ment to research and development, to 
space, to our rail system, to retraining 
the most sophisticated work force in the 
world and educating our students and 
allowing middle- and low-income people 
a shot to get their children into colleges 
and through colleges, without doing 
those things we do not stand much of a 
chance. 

I am confident, although we may not 
win this time, that within the next year, 
2, 3, or 4, we will be back on the floor, 
and I will bet Senators that they will 
all come around to this point of view. I 
will bet them we are funding NASA, we 
will be funding the National Science 
Foundation, we will be doing something 
about the rail system other than giving 
it a wish and a prayer, and the econom.c 
theologians of the past will be replaced 
by some hardheaded Yankee pragma
tist of the future who suggest that this 
is a whole country. The Northwest is not 
part of Canada. We do belong. We are 
heartblood and we have been the driv
ing force in this economy. We are 
prepared and understand the changes 
that have taken place. All we are saying 
is let us not write off a part of the coun
try and let us not write off a genera
tion of students, a generation of peo
ple we expect to do all these grand things 
that we all acknowledge must be done. 

I thank the Senator from New Jersey 
for yielding but most of all I thank him 
for his leadership in this matter. 

In the time he has come to this body 
as a superstar on a basketball court he 
has demonstrated that he can do a whole 
lot more than shoot. He thinks awfully 
well and he, at least on our side of the 
aisle, has in large part been a driving 
force to getting members of my party to 
begin to rethink the parameters of this 
debate, and I think that we are lucky to 
have him. I do not like him a whole lot. 
[Laughter.] 

But we are lucky to have him. I con
gratulate the Senator and by the way, 
for the RECORD, I hope the reporter will 
note that they laughed when I said I do 
not like him a whole lot. I am only 
kidding. 

Mr. President, thank you very much 
for the time, and I thank the Senator 
from New Jersey for his effort. 

Mr. BRADLEY. Mr. Pres;dent, I 
thank my distinguished colleague from 
Delaware for his remarks, particularly 
those last remarks. 

I am prepared to hear from the other 
side on this amendment and go to a vote 
in the near term. 

Mr. DOMEN!CI. Mr. President, might 
I asK my good friend from New Jersey, 
the Senator from New Mexico intends 
to take 5 minutes in opposition to the 
amendment and Senator WEICKER has 
asked me to yield him about 8 minutes 
off my time on this amendment for pur
poses of addressing the entire resolu
tion. So I think we are talk.:.ng about no 
more than 15 minutes between us. 

I wonder if we could agree on a time 
certain for the culmination of debate on 
this. We have not stacked the vote. But 
could we agree on 12:30? 

Mr. BRADLEY. I think we could agree 
on 12:20 p.m. 

Mr. DOMENICI. At 12:20 p.m. 
Mr. President, I ask unanimous con

sent that the time ' on this amendment 
expire at 12:20 p.m. and that our side 
use no more than 15 minutes of the re
maining time. 

Mr. BRADLEY. Mr. President, I have 
no objection to that time. I will not use 
the entire amount. 

Why does the Senator not frame it 
that at 12:20 p.m. or any time that we 
yield back our time? 

Mr. DOMENICI. No later than 12:20 
p.m. is what our agreement is, and we 
will not use more than 15 minutes. 

The PRESIDING OFFICER. Will the 
Senator from New Mexico restate the 
unanimous-consent request? 

Mr. DOMENICI. Mr. President, I ask 
unanimous confi-:mt thaJt the time on 
this amendment be shortened such that 
we have 15 minutes in opposition and 
that the time expire no later than 12:20 
p.m. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. DOMENICI. Mr. President, while 
I cannot agree at all with this amend
ment, I wish to share in the accolades 
that the good Senator from Delaware 
sent to the distinguished Senator from 
New Jersey. He is indeed a good friend of 
mine and a contributor to this body's 
deliberation and for that I thank him. 

Let me just say with reference to spe
cifics. I do not intend to spend a great 
deal of time arguing the specifics of this 
amendment because they have basically 
been made at one time or another in the 
reconciliation process or during the last 
couple of days on various functional add
ons. 

But I suggest just a couple of things 
that Senator BJDEN said that we should 
understand if not a little better, a little 
differently. 

From the NASA standpoint this budget 
resolution contains all of the requests o! 
the President and this will permlt the 
continuation of the successful Space 
Shuttle program in its entirety. It allows 
for continuation of the Galileo mission 
and the space telescooes and continued 
support for the Landsat satellite series. 

So while we all share in the great pride 
of the accomplishments of NASA, and in 
particular o.f its Jast mission, I would 
not want ~myone who has heard Senator 
BIDEN's debate to assume that either the 
President in his recommendations or the 
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Budget Committee in its rather com
pelling majority support for the NASA 
function is doing what is suggested. That 
program will be intact. It will have many 
more successes and we are doing no vio
lence to it here. 

I wish to summarize what I see for 
the Senate in this amendment. We can 
talk about that. This is not a budget
busting amendment. The truth of the 
matter is plain and simple ; that is an 
erroneous statement. 

When we add up the budget authority 
add-ons and the outlay authority add
ons for 1981, 1982, 1983, and 1984, the es
sence of this amendment is to add for 
those years $7.8 billion in budget author
ity and $5.6 billion in outlays. 

I am not trying to deceive anyone. I 
can break it down for the Senators by 
year, but if they listen to the arguments 
of the two proponents, they are obviously 
serious. They are not talking about 1982. 
They are saying we are going to have to 
do these things that thev have pro:nosed 
here. So I thought it only fair that we 
tell the Senate what their amendment 
does. 

New outlays for the years 198·1, 1982, 
1983, and 1984 are $5.6 billion, and there 
are $7.8 billion in new budget authority 
for the same time frame. 

On the other hand, that is part of what 
we have been trying to solve, cut ex
penditures. This one adds what I just 
said. 

Those who propose that we balance off 
that kind of new expenditure with tax 
increases can come down here and use 
any kind of tax increase they want, and 
the good Senator serves on the Finance 
Committee, but the sum and substance 
o.f this is that it adds the expenditures I 
have discussed, and then it increases 
taxes $10.780 billion over the same period 
of time. 

I will break that down for you, too. 
$700 million in 1981; $3.1 billion in 1982; 
$3.3 billion in 1983; and $3.6 billion in 
1984. 

The sum and substance is that this 
amendment runs exactly contra to what 
we have been spending all our time on 
here, what the President has been pro
posing, and what I think the American 
people have been begging us to do. 

In a nutshell, it raises taxes signifi
cantly-$10.7 billion worth of new tax 
increases. The Senator would say it gets 
rid of some tax expenditures we do not 
need. The sum and substance of getting 
rid of tax expenditures that are deemed 
archaic or unnecessary, in a budget res
olution, is to raise taxes. There is noth
ing in this amendment and nothing in 
this resolution when we are finished that 
binds the Finance Committee to get rid 
of the Domestic International Sales 
Corporation. There is nothing that tells 
them they should get rid of the com
modity straddle. 

The reason that Senators voted in an 
overwhelming manner against the Met
zenbaum amendment on commodity 
straddles, is because they are beginning 
to understand the process. What you do 
ts you come down here with a tax in
crease and you give your speech as to 
how you would raise taxes and make 
everybody happy. 

So what this amounts to is a $10.7 bil
lion increase in taxes, with a speech by 
the good Senator from New Jersey say
ing, "It will not hurt anyone because the 
way I propose the increase is to get rid 
of DISC and get rid of the commodity 
straddle." 

But the Senate is beginning to under
stand that, plain and simple, that is in
creasing taxes. We have had debate 
after debate on whether we should put 
room in this for $54 billion worth of tax 
cuts and now we come along and in
crease taxes. 

This straddle and this DISC can be 
part of the $54 billion tax cut bill, if that 
is what the Finance Committee deems 
appropriate for this country. 

I am not going to go into the add-on of 
$300 million for experienced worker re
training, other than to say that it comes 
within the function that CETA is in and 
to remind everyone that if the authoriz
ing committees of this Congress think 
we now ought to get into the business of 
experienced worker retraining, there is 
$4.7 billion in that CETA function for 
job training, for youth training, and my 
recollection is that this committee, the 
Budget Committee, put $300 million 
more in. 

If that is a good idea, we do not have 
to invent it in a budget resolution, be
cause nobody is bound by this budget 
resolution. Just sell it to the authorizing 
committee, that instead of the conven
tional training program we ought to now 
start experienced worker retraining to 
the tune of $300 million. 

We have done a fantastic job as a na
tion training people with some of our 
programs. I am sure we will do equally 
as well with experienced worker retrain
ing. I hope if we do it will be better than 
the program we h ad for trade adjust
men't assistance, which was to get our 
workers through the adjustment of trade 
competition. That program started off 
with an estimate just slightly higher 
than this one, started off at a half billion 
dollars. When we finally turned it off it 
was $2.7 or $3 billion, some such figure. 

I ·am not going to argue in detail on 
NSF. I am a strong proponent of it. I 
would like to see it raised also. I am satis
fied, however, that with appropriate t.P.i
loring of that bill, you can keep NSF 
moving in the direction of basic research 
and a few of the frills that have been 
added in terms of the NSF resea rch can 
be gotten rid of and we will stay within 
the President's number. 

So, in a nutshell, I hope the Senate re
jects this. It is just a composite of indi
vidual votes that have occurred before. 
While it technically does no violence to 
the reconciliation whjch we spent so 
much time on, in another way it does 
violence to it because we come along snd 
squeeze those functions with reconcilia
tion and then we come rlght up behind 
it here in function 400 on transnoroot;on 
and 500 on education and we say, "Well, 
we can, on the one hand, squeeze it, but 
we will raise the targets. Just in case 
those reductions are too onerous, we will 
have higher targets to shoot at." 

That is my best explanation of how 
you can add to a target without doing 
violence to a reconciliation. You just say 

on the one hand you take away and on 
the other hand you set a target that 
takes it back. 

On education, I would mention, how
ever, that substanti·al moneys are in this 
resolution over and above 'the President's 
recommendations. They are not desig
nated for ESEA, title I, ·but I repeat they 
are available for that authorizing com
mittee, as it should be. If they deem title 
I to be of the significance that the two 
Senators that sponsor this do, there is 
plenty of money for them to fund ESEA, 
with additional dollars as prescribed 
here. 

In conclusion, I would just say I do 
not think the Senate is going to take the 
tax increases seriously ·as a way of pay
ing for this, because they know better. 
But I think if we were taking it seriously, 
the cuts for DISC, Domestic Interna
tional Sales Corporation, would come un
der some real scrutiny as to whether or 
not, in this kind of economic day, we 
ought to be gutting DISC. 

We had a tremendous debate on what 
we O!Ught to do with the other program 
that helps our corporattions and com
panies compete in a foreign market. This 
is another one of those. And this amend
ment, if it ever was oarried out by Fi
nance, would basically do away with that 
program. 

Now, I yield to the Senator from Con
necticut the remainder of my time for 
his discussion. I designate the junior 
Senator from Washington to manage the 
bill at this point. 

The PRESIDING OFFICER (Mr. Du
RENBERGER ) • The Senator from Connecti
cut. 

Mr. WEICKER. Mr. President, after 
careful study of Senate Concurrent Res
olution 19, the first budget resolution for 
fiscal year 1982, I have decided to cast 
my vote in the negative. I do this because 
I disagree with the distribution of budget 
cuts among the various components of 
the budget and because I believe the 
huge tax cUlt assumed in the resolution 
will prove to be destructive Olf our econ
omy and of the purchasing power of our 
people. 

First, as to the spending side, I wish 
to make it clear that I support the bot
tom-line figure of roughly $40 billion in 
Federal spending cuts for fiscal year 1982. 
I agree that an important step toward 
restraining inflation must be to restrain 
the growth of Federal spending. And I 
believe that budget cuts of the order of 
magnitude proposed by the President 
and the Budget C01mmittee are about 
right. However, the mix is all wrong. 
Defense spending is projected to grow 
at an annual rate of 17 percent over the 
next 4 years, and by 1985 the 4-year net 
increase in defense spending will exceed 
the absolute level for 1978. 

The recommended increase in defense 
soending between 1981 and 1~82 is $26 
billion, or 16 percent. If we held the in
crease to 15 percent-1 percent less-We 
could free up $2 billion for health care, 
jobs training education, mass transit and 
science, all of which are vitally impor
tant to the American people. No one can 
convince me that $2 billion will buy so 
much more national security next year 
that such Draconian cuts in nondefense 
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programs are justified. And let there be 
no misunderstanding about that point: 
Real nondefense spending will be cut in 
the next fiscal year under this budget. We 
are told that this budget does not really 
cut Government spending; that it merely 
slows the rate of increase from what 
would otherwise have occurred. 

Well this is just nonsense because de
fense accounts for almost 80 percent 
($26 billion of the total $35 billion) of 
the budget increase over 1981. Defense 
spending would go up by over 6 percent 
after inflation, while nondefense would 
fall by over 6 percent after inflation. 
So let us not say nondefense spending 
will continue to grow, albeit at a slower 
rate. Nondefense spending, adjusted for 
inflation, will fall sharply in 1982. And 
in 1983, under this budget, the entire 
growth in the Federal budget, from $699 
billion to $730 billion-$31 billion-will 
be accounted for tby the increase in de
fense sepnding, from $188 billion to $221 
billion. In 1983, therefore, nondefense 
spending will fall in absolute dollars 
and after adjustment for inflation. 

Nothing is more important than our 
national security, the protection of our 
vital national interests, and keeping our 
people free. But that does not mean you 
blindly throw money at the problem to 
the tune of 17 percent per year. What 
will that buy, when we are cutting 
science, technology and education. 
Brainpower is our only hope for military 
superiority and national security. Surely 
we cannot outman the Russians. Just 
think how an additional $2 bUlion could 
have improved energy supply and con
servation, the minds and opportunities 
of our young people, and the misery of 
the poor and elderly. 

OUr futures will be determined by our 
investments in flesh and blood, not by 
pilot programs in econom~c philosophy. 

The PRESIDING OFFICER. By a 
previous agreement, the time of the Sen
ator from New Mexico on the amend
ment has expired and 8 minutes remain 
on the amendment allotted under the 
control of the Senator from New Jersey. 

Mr. GORTON. How much more time 
does the Senator from Connecticut need? 

Mr. WEICKER. I have an agreement 
with the distinguished Senator from 
New Mexico that I would have 8 minutes 
on this statement. I need an additional 
5 or 6 minutes to finish my statement. 

Mr. GORTON. I yield 5 minutes from 
the bill. 

The PRESIDING OFFICER. The Sen
ator has that right. 

Mr. BRADLEY. Mr. President, the 
time of the Senatpr from New Jersey is 
still intact, the time remaining? 

The PRESIDING OFFICER. The Sen
ator is correct. 

Mr. WEICKER. So, on reflection, Mr. 
President, and seeing the price we must 
pay in terms of devastating humanity 
to achieve 17 percent annual defense 
spending increases, I must oupose the 
fiscal program contemplated in this 
budget resolution. 

With respect to the tax cut, Mr. Presi
dent, I wish to make clear that I am un
equivocaHy opposed to a 30-percent 
across-the-board. cut in personal income 
tax rates. The budget resolution we are 

voting on assumes a tax cut costing $54 
billion in fiscal year 1982, $44 billion of 
which is due to the assumed enactment 
of the 30-percent tax cut. Within 3 years, 
that tax cut will cost the U.S. Treasury 
a grand total of $240 billion-all this at 
a time when the Budget Committee is 
proposing to increase-and I want to 
emphasize that, increase-the budget 
deficit compared to current policy, from 
$37.5 billion to $48.8 billion in fiscal year 
1982. 

The committee tells us that even 
though the 1980 deficit was $59 billion, 
and the 1981 deficit will turn out to be 
$63 billion, and the 1982 deficit will be 
almost $50 billion, if we just adopt a $240 
billion, 3-year personal income tax cut, 
we will have a balanced budget by 1984. 
Three years of blockbuster deficits will 
be wiped out miraculously and skyrocket
ing inflation and interest rates will settle 
down almost overnight. Anyone who says 
you can start out with a $63 billion defi
cit in 1981 and by 1984 increase defense 
spending by $87 billion, cut personal and 
business taxes by $302 billion, and still 
balance the budget is just deluding him
self, and it is high time someone stood up 
and said so. 

Now maybe the supply-side evangelists 
can accept all this dogma as an article of 
faith. But the guinea pig in all this is the 
American people. Surely my colleagues 
must have grave reservations about all 
this snake-oil economics. And if they do 
not, as yet, I hope they will take a good 
look at the money and capital markets 
before it is too late. The long-term bond 
market is essentially moribund. And 
why? Because no lender has any confi
dence that any fixed interest rate will 
survive the inflation rates of the 1980's. 
In short, the financial markets have no 
faith in this tax cut religion. It is all well 
and good to go around preaching the 
theology of supply-side economics, but 
no one is going to plunk down a million 
dollars for 10 years and expect to get 
back a fair real rate of return on the 
basis of a $240 billion tax cut. If there 
was any doubt about th!s, my colleagues 
should take note of the fact that the U.S. 
Treasury recently paid 14.56-percent in
terest on a 10-year note, the highest on 
record for an obligation of that matu
rity. This was followed by an increase to 
19% percent in the prime lending rate. 
It is apparent to me that tight money i3 
having a head-on collision with a loose 
budget, and interest rates are going sky 
high. 

The Budget Committee's own table on 
page 29 shows clearly that the net fiscal 
stimulus of this program will grow from 
$18.2 billion in fiscal year 1982 to $53.4 
billion in fiscal year 1984, mainly because 
the stimulus of increased defense spend
ing and tax cuts will continue to exceed 
the restraint of Federal spending reduc
tions. Obviously, we have here a highly 
expansionary budget that will accelerate 
inflation and increase interest rates. 

OUr people should know that 20-per
cent inflation w~ll take back every penny 
of the huge tax cut, and possibly much 
more. 

Mr. President, I believe that as an al
ternative to the $54 billion tax cut, we 
should limit ourselves to a tax cut that 

matches dollar for dollar the spending 
cuts achieved. Such a tax cut would re
duce the budget deficit $14 billion below 
what has been proposed and take tre
mendous pressure off the financial mar
kets. I have been saying for months that 
in the present perilous economic environ
ment any tax cut would have to be earned 
dollar for dollar by offsetting economies. 
We have agreed that a bottom line of 
about $40 billion was the proper spending 
cut for fiscal year 1982. Therefore, this 
should be our target for tax reduction. 

So, Mr. President, I have concluded 
that there are three gross flaws in this 
budget resolution. First, it makes cuts in 
Federal programs ·without regard to 
substance. 

Put in another way, it fails to distin
guish between Federal investment and 
Federal spending. The potential of an in
dividual's dream is not something to be 
risked by the dogmatic application of 
campaign promises. Indeed, on a cost
benefit basis, the United States should 
not be. But it is, because nobody reduced 
it solely to figures on paper. 

Two, if Government spending is to be 
cut, that means no preordained increases 
such as that meted out to defense. 

Three, a misguided and massive 30 
percent personal income tax cut will only 
continue fiscal imprudence, albeit in a 
new costume. 

Accordingly, Mr. President, I shall vote 
against the passage of Senate Concur
rent Resolutton 19. 

Mr. BRADLEY. Mr. President, who is 
planning the time on the bill for this 
side? 

The PRESIDING OFFICER. The 
Senator from New Jersey will be deemed 
to be the manager of the bill. 

Mr. BRADLEY. Mr. President, I am 
pleased to yield 3 minutes to the Senator 
from Massachusetts on the bill. 

The PRESIDING OFFICER. The Sen
ator has that right. 

The Senator from Massachusetts. 
Mr. KENNEDY. Mr. President. I join 

as a cosponsor to the amendment of the 
Senator from New Jersey. The issues 
which are included in the amendment 
have been issues which were debated in 
connection with reconciliation some few 
weeks ago, and I think include some of 
the most important investments that we 
can make in order to put America back to 
work, to improve its competitive positi.'on 
and expand exports. They are targeted 
in on the development of the human po
tential. 

Title I has proven to be one of the most 
cost effective and successful programs 
we have. Expert studies have docu
mented that the special remedial help 
provided through title I has signifi
cantly improved the basic reading and 
math skills of our country's poorest 
youngsters. Without this help these stu
dents fall further and further behind 
their classmates and drop out of school 
ovlv to end up on the unemolovment 
rolls. Title I opens doors and futures for 
these youngsters. 

The Pell grant program is another 
critical investment in futures. It enables 
young people from poor families to 
achieve what their parents only dreamed 
about. a college education. This program 

, 
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makes dreams come true. It provides the I commend the Senator from New 
financial help that would otherwise not Jersey. I think it is important that we 
be available. Pell grants mean future continue to raise these issues because I 
scientists, engineers, and economists; do believe that it will not be long before 
Pell grants mean a chance for these the American people are really going to 
young people to shape the future of ·their start to listen and to understand the 
country. major importance of this type of a com-

This amendment also invests in hu- mitment for the future of our country. 
man potential through retraining of ex- I certainly urge the Senate to accept 
perienced workers. It we are to success- the Bradley amendment and hope that 
fully revitalize our economy and our in- we will include it in this resolution. 
dustrles we need skilled workers. one Mr. BRADLEY. Mr. President, I thank 
way to successfully meet this need is to the Senator from Massachusetts for his 
retrain those workers who have lost support and cosponsorship of this 
their jobs because their industrles are no amendment. Senator BIDEN should also 
longer competitive. This budget makes be listed as a cosponsor. 
substantial cuts in adjustment assist- Mr. President, I think I should re
ance and unemployment insurance pro- spond to a few of the points made by 
grams that have in the past offered some Senator DOMENICI with regard to some 
security to these workers. The Bradley of the specifics of the amendment anu 
proposal offers an alternative--a future the larger, overall purpose. 
for these workers in new jobs and indus- He did mention that this is an amend-
tries. ment quite similar to one that was pro-

This amendment also includes re- posed on reconciliation. 
sources for the National Science Founda- That is correct, Mr. President. The 
tion which are absolutely essential to the bulk of these restorations were a part of 
long-term interests of this country. We a package amendment that I proposed 
must, as our foreign competitors in on reconciliation. The difference, Mr. 
Western Europe and Japan are doing, President, is that this amendment, since 
strengthen long-term research in devel- it is to the first budget resolution, is un
oping both the personnel and industrial like the reconciliation package in that it 
know-how to bring our industries into a can address the tax side of the budget, 
competitive position. the revenue side, and it does, for the 

It is also an amendment that is sensi- purpose of making .this amendment a net 
tive to the importance of our overall eco- revenue raiser. 
nomic interests in rail transportation, The only thing that the Senator from 
both the long distance rail transporta- New Mexico can say to that is that that 
tion as well as the short distance rail raises taxes. 
transportation and mass transit. Well, that is true, Mr. President, it 

It is a modest amount of resources raises taxes on some people, or, more 
when we consider the total budget. I appropriately, it makes the tax rates 
want to join with the Senator from New apply more equitably to all people. This 
Jersey and others who believe that this is very much a matter of how one per
kind of investment is a very secure and ceives the issue. 
sound investment in terms of our human If we had the ideal system, it would 
potential and in terms of our economy. be simple and clear for everyone to un-

Conrail and mass transit are particu- derstand. When one stands up to pro
larly vital. These funds will insure . pose wiping away some of the under
against the hasty abandonment and the brush, he is accused of raising taxes. 
inevit1ab!e deterioration of our raifl and That is clearly a fallacious argument, 
subway systems. Mr. President. It raises taxes by making 

Conrail is critical to the industrial fu- the tax rates apply equitably across the 
ture of Massachusetts. Some 80 indus- board. 
tries have located or expanded their fa- I will get into this when we have our 
cilities on conrail in an investment of tax amendment later this afternoon. 
some $50 million and the creation of If the idea is to create growth in the 
6,200 new jobs. They and the existing in- economy and simplify the system, that 
dustries and communities depend on could be done not by reducing the mar
Conrail for service and I would venture ginal rates by 30 percent but reducing 
to say, Mr. President, that many of these them by 15 percent and eliminating all 
industries serve communities in every these tax expenditures. That would make 
state in the Nation. it very simple, Mr. President. 

Perhaps the most important point to I argue that there is a purpose to doing 
make is that conrail is not a Northeast it on the first budget resolution and the 
and Midwest railroad. It is a railroad purpose is to be able to come before the 
that interconnects with other railroads to Senate and argue, unlike reconciliation, 
help move freight all across the land. that this does not add spending, it is a 

This amendment would actually re- net revenue raiser. It takes one small 
duce .the deficit and lead to a surplus in step toward simplifying the tax sys-
1984 by offsetting revenues in DISC and tern and making it somewhat more un-
the commodity straddle. derstandable for all Americans. 

The budget cuts in the areas addressed The Senator has also raised the ques-
by this amendment have not been based tion of the experienced worker retrain
upon any careful evaluation to make the ing and has raised the specter that this 
determination that these programs are really means CETA jobs. He has raised 
wasteful or inefficient. To the contrary, the question, Do we need any more of this 
for the reasons that I have stated studies retraining? 
have demonstrated time in and time out Mr. President, I would answer that 
the value of every one of these various strongly: Yes, we do need this retraining. 
programs. We do need to be able to have skilled 

workers for the 1990's. If you look at 
t.ne proportion of skilled workers in this 
country relative to skilled workers 
throughout tne world, it has declined, 
Mr. President. It is ludicrous to believe 
that if we go into the 1990's ·with a work 
force that was trained for the 1950's, 
then we are going to be able to compete 
effectively. It just will not be done. 

'!'he motivation for this, Mr. Presi
dent, is the same motivation that led 
President Dwight Eisenhower in the 
1930's to propose the first manpower 
training program. When Nikita Khru
shchev hit his fist on the table and said, 
"We wi11 bury you,' ' tne response was 
that we had to marshal all our resources 
so the Soviet Union would not bury us 
economically. At that point, there was 
the recognition that people count; that, 
indeed, investment is in people as well as 
in plant and equipment and economic 
infrastructure; and that it was impor
tant for the Eisenhower administration 
to make that investment. 

What this amendment says is that it 
is equally important today. Although 
Nikita Khrushchev is no longer here and 
although the S-oviet Union is not an eco
nomic threat to the United States, we 
do have threats from our allies in Japan 
and West Germany. They have work 
forces that are trained and skilled and 
ready to compete for the world market 
in the 1980''s. 

Mr. President, I come before the body 
today to offer this amendment. I ask 
unanimous consent to have Senator 
RIEGLE added as a cosponsor to the 
r..mendment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BRADLEY. Mr. President, what 
we attempt to do in this amendment is 
leapfrog the theological debate that has 
ensued on the Republican side between 
the marginal tax rate reduction expo
nents and the balanced budget-austerity 
proponents and leapfrog the debate be
tween the parties that has, basically, 
been the same debate for the past 20 
years-social spending versus no social 
spending. We look to the future, Mr. 
President, to a time when this country 
can dream again, to a time of the adven
ture and sense of commitment that all 
of us felt, as the Senator from Delaware 
correctly described. at the landing of 
the Columbia, to a time where we can all 
begin to believe again in that future and 
believe that we can comnete effectively
not in a world market that is shrinking, 
but in a world market that is growing, 
that can give some reasona;ble prospect 
of providing prosperity for the American 
people over the long term. 

Mr. President, this amendment recog
nizes 'that Government is a part of the 
process of assuring that future by in
vestment in economic infrastructure
railroads and mass transit systems; by 
investment in people-the young in our 
cities who do not have a stake in our 
society now and, without education, will 
never have a stake in our society, and the 
middle-class famiHes that are thinking 
of the future and hoping to send their 
child to college but cannot see through 
how they are going to get the money to 
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do that. But as a country, we need those 
people. This amendment addresses their 
concerns, too. 

It also addresses the middle-aged 
workers who have come to a dead end 
because their plant moved, Mr. Presi
dent, because of the competition abroad. 

Mr. President, this is not just a North
east issue. This will affect the textile 
workers in South Carolina, this will af
feet the steelworkers in Youngstown as 
well as the automobile workers in Michi
gan. In the years to come, there will be 
industry after industry that will have to 
face the process of adjustment. Unless we 
begin in Government to talk about how 
to assure that adjustment process from 
the less competitive industries to the 
more competitive industries, we shall not 
be able to live up to our promise to as
sure the people of this country rising 
living standards and to fulfill our com
mitments to the poor, the elderly, and the 
disabled. 

Mr. President, that is what this 
amendment does. That is the intent be
hind the amendment. 

Mr. President, I hope my colleagues 
will see that it is a net revenue raiser, a 
simplifier of the tax system, an amend
ment that looks to the future, looks be
yond today to a time when Americans 
can dream again and have a sense of ad
venture and a belief that they can con
trol their future. 

Mr. President, I shall be pleased to 
yield back the remainder of my time on 
this amendment if the Senator-

The PRESIDING OFFICER. All time 
on th~s amendment has expired. 

Mr. BRADLEY. Mr. President, I ask 
for the ye9s and nays. 

The PRESIDING OFFICER. Is there a 
sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. Under 

the previous order, the vote will occur at 
2 o'clock. 

Mr. BRADLEY. I thank the Chair. 
UP AMENDMENT NO. 87 

(Purpose: To increase budget authority by 
$200 million and budget. outlays by $200 
mlllion for function 350, and decrease 
budget authority by $200 million and 
budget outlays by $200 m1llion for func
tion 150) 

The PRESIDING OFFICER. Under 
the previous order the Senate will now 
proceed to the consideration of the 
Melcher-Burdick agricultural amend
ment. 

Mr. MELCHER. Mr. President, may 
the amendment be stated. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from Montana (Mr. MEL

cHER), for himsel! and Mr. BURDICK, proposes 
an unprinted amendment numbered 87. 

On pa~e 4, line 18, strllf.e "$16.800,000,000" 
and insert in lieu thereof "$16,600,000,000". 

On page 4, line 19, strike "$11.000.000.000" 
and insert in lieu thereof "$10.900,000,000". 

On page 6, line 8, strike "$5.400 000,000" 
and insert in lieu thereof "$5.600,000.000". 

On page 6, line 9, strike "$4.600.000,000" 
and insert in lieu thereof "$4,800,000,000". 

Mr. MELCHER. Mr. President, the 
amendment that we are proposing today 
seeks to help agriculture during a time 

. 

when agriculture may be in very dire 
straits. 

We are working on the fiscal year 1982 
budget and our amendment only refers 
to fiscal 1982. It does not go beyond the 
1 year. 

It i.s difficult for agricultural producers 
to determine what their needs will be in 
any particular crop year. 

When we try to project the true needs 
of agriculture in the fiscal years 1983, 
1984, and 1985, we are simply projecting 
into uncertainty what may be the true 
needs of the agriculture producers. 

So we are only attempting by this 
amendment to make some adjustments 
in the overall budget that would help 
agriculture for fiscal year 1982. 

I will just outli.ne the area that we 
would like to help briefly right now. 
First, the Farmers Home Administra
tion. I want to increase the budget au
thority for funds available for operating 
loans to farmers and ranchers who can
not get credit through any other source. 
The Farmers Home Administration is 
a lender of last resort for farmers and 
ranchers. We intend to increase that 
budget authority by $200 million for fis
cal1982. 

Under budget outlays, we are adding 
an additional $200 million for fiscal 1982 
for Soil Conservation Service. These are 
funds that are needed to help in water
shed projects, for preventing flood losses, 
for technical assistance to hold down 
erosion, for technical assistance through 
the Soil Conservation Service-to do the 
very basics that are necessary in protect
ing our land and water base here in the 
United States. 

That is just part of the amendment. 
It is an increase in both in budget au
thority and budget operation of $200 mil
lion each. 

Where does the money come from? It 
comes out of the foreign aid program. It 
comes out of the program that we have 
in fiscal 1982 that benefits foreign coun
tries. I do not take this lightly. I take 
it as planned cuts. There will be $200 
million in outlays · cut from multilateral 
development banks. Lending by multi
lateral banks has grown tremendously 
during the past decade. Banks cannot 
h 'l.ndle this increasing volume efficiently 
and we can afford to reduce the outlays. 

You might ask whether a modest cut 
like th's in foreign aid is sufficient ol" not 
to emphasize the necessity for providing 
more help for our domestic production 
here in the United States. 

I am not certain. I am not certain 
whether we can afford to take more out 
of this particular phase of foreign aid, 
but I am certain, that we can at least 
take $200 million in outlays from this 
particular program in foreign aid with
out damaging the U.S. relationships with 
other countries. 

The other part will be to reduce budget 
authority $200 million. This must come 
from economic assistance programs, and 
the cost of foreign military sales. The 
Foreign Relations Committee has re
duced the loan commitment and in
creased the interest on loans to foreign 
countries, but not enough. So this $200 
million cut is to make room for the add
on for agriculture and it comes from re-

ducing the budget authority for the par
ticular programs in foreign aid I have 
mentioned. 

How much need is there for increasing 
the agricultural opportunity through 
Farmers Home Administration, through 
the Soil Conservation Service, through 
the conservation practices of this coun
try? 

Let me give you some facts, Mr. Presi
dent. While there are about 25 Federal 
agencies which administer about 400 
programs that directly affect rural areas 
and small towns, the Farmers Home Ad
ministration, within the Department of 
Agriculture, is by far the largest. Its pro
grams account for 40 percent of all Fed
eral loans and grants in rural America, 
and its budget is the single largest one 
within the U.S. Department of Agricul
ture. The Farmers Home Administration 
has grown rapidly over the last several 
years. Of the approximately $86 billion in 
loans and grants made by the agency in 
its 45-year history, slightly more than 
half has been distributed over the last 
4 years. 

The administration's budget would cut 
the Farmers Home Administration pro
grams by nearly 25 percent in fi~al year 
1982. That would be coming down from 
close to $11 billion that was proposed by 
the r:arter budget to about $8.2 billion. 

I think the cut is much too great. But 
in no particular area is it felt as harshly, 
a cut of that nature, as in the area of · 
farm operattng loans. Because when the 
farmers and :ranchers of this country 
cannot find any credit available in any 
other source, it is through the Farmers 
Home Administration that they must 
make their application as the lender of 
last resort. 

There has heen a great need to recog
nize that farm and ranch credit is ex
cessive in the United States-about $200 
billion right now in farm and ranch 
credit. And it is much too great for the 
type of income that farmers and ranchers 
are receiving from their production. 

It is for this reason that I have a spe
cial concern that we do a little bit more, 
a little bit more for the Farmers Home 
Administration, particularly in the realm 
of operating loans, and that I believe this 
amendment is absolutely essential and I 
believe that the Senate should address 
this afternoon in a positive way. 

Perhaps it is wise, Mr. President, if 
I would give some examples or some 
background information on how and 
when Farmers Home Administration 
farm and ranch loans are used. They are 
used to assist qualified farm and ranch 
families who are unable to satisfy their 
credit needs elsewhere. They are abso
lutely essential when all other forms of 
credit from private sources are not avail
able to them. 

They are becoming increasingly 1m
portant when weather or economic emer
gencies, through either bad prices or 
natural disasters, put a special strain on 
a farm or ranch operator. The operating 
loans, insured or guaranteed, are usually 
secured bv chattel mortgage for feed, 
seed, and fertilizers; sometimes for live
stock or machinery or other elements of 
production. The operating loans are 
made to owner-operators or tenant oper-



9404 CONGRESSIONAL RECORD-SENATE May 12, 1981 
ators who, because of lack of equipment, 
capital, land, adequrute financing, or 
sound farming practices, need a lower 
interest rrute to have a reasonable chance 
of success. 

Thes•e are obstacles faced most often 
by young farmers or young ranchers Who 
have not been able to develop their farms 
or ranches adequately to earn them a 
decent living. 

The question of whether or not we are 
entering into a period when this ty.pe 
of loan is essential is best addressed by 
the fact th'at the price structure or the 
proflt picture for fanners and ranchem 
is not all that adequate. The Department 
of Agriculture wiH show us that the 
farm and mnch income f•or 1981 is not 
projected to be too great. It is not pro
jected to be a bumper year or a banner 
year for our agricultural producers. 

The administrrution, while not project
ing •a good income year fo-.· 1981 for agri
culture producers, is still not taking note 
in their own budget of what that might 
mean in 1982 for farm and ranch 
operators. 

It is for that very reason, Mr. Presi
dent, that I think that this amendment 
is absolutely essential on the basis of 
providing some additional lending au
thority for the Farmers Home Adminis
trrution for farmers and ranchers who 
will need it in 1982. 

one might say that ooil conservation, 
the other part of the $200 million that is 
added on in our amendment, can be 
stalled off for another ye•ar or two. Well, 
Mr. President, we have been stalling off 
on proteoting our land and water base 
year after year for the pasrt decade. We 
have watched the effects take pl'ace· in 
farm and ranching communities 
throughout the United sta,.tes and muclh 
to our dis•advantage. 
· We have seen an increase in erosion 

because of lack of adequate conservation. 
We have seen the effects of losing topsoil 
in the productivity of our land. We have 
seen practices in the western wheat 
country where wheat ranchers have been 
driven to the necessity of providing addi
tional income by adding acres in order to 
keep up with costs, which have lessened 
the work of conservation, or the so-called 
block method rather than strip farming, 
where a portion of the l·and is farmed 
1 year and then the adjacent strip is left 
uncultivated for a year. 

We have seen a decrease in that sim
ply because of the economic situation 
where wheat fa.nners have been driven 
to meet their additional costs by increas
ing their acreage. It does not lend itself 
to sound conservation. 

We have watched· over the past decade 
in the agricultural conservation program 
a steady Federal participation of about 
$190 million for the past 10 years. I do 
not think that is enough. It was adequate 
10 years ago but it certainly is inade
quate now with the effects of inflation 
leading into the amount of conservation 
work that can be done with the same 
amount of dollars. However, in this 
budget it is even worse. As proposed by 
the administration, that would be cut by 
about 40 percent. It is for that reason 
that I suggest we do a little bit more with 
our conservation work by adding $200 

million in the bill for the Soil Conserva
tion Service, for the various assistance 
programs, and the conservation practices 
that they participate in. 

Mr. President, I will have further re
marks later, but for now I yield to my 
colleague and coauthor of the amend
ment (Mr. BuRDICK) who is ready to de
scribe some of the needs for this 
amendment. 

Mr. BURDICK. Will the Senator 
yield? 

Mr. MELCHER. I am delighted to 
yield. 

The PRESIDING OFFICER <Mr. 
HUMPHREY). The Senator from North 
Dakota is recognized. 

Mr. BURDICK. Mr. President, flrst of 
all, I would like to associate myself with 
the comments of the able Senator from 
Montana. Our distinguished coUeague, 
the senior Senator from Montana, has 
made an outstanding statement telling 
about some of the problems we are going 
to have in our vast agricultural areas. 

Our friend has made a valiant effort 
again this year to bring to the forefront 
a number of critical issues facing our 
agricultural economy. I am pleased to 
join in the effort today to ask this body 
to give just a little more flexibility to 
the appropriate committees of Congress 
to deal with a problem, should it arise. 
I think there is another compelling rea
son, in addition to those raised by Sen
ator MELCHER, for doing that. 

There is a growing liquidity problem 
with banks nationally. Rural banks are 
on the leading edge of this problem. 

The Comptroller of the Currency has 
a rating system for bank loan assets. 
When 65 percent of a bank's loan assets 
become classified as either substandard, 
doubtful, or loss, the Comptroller lists 
the bank as a problem bank. If the bank's 
classified assets become much worse, the 
Comptroller is sometimes required to 
take some serious steps to prevent the 
bank's collapse. 

For the past 5 years, farmers have 
been borrowing against equity from ap·
preciated land values. For the past 3 
years, farmers have been borrowing like 
that, at an increasing rate. 

Last year, the Comptroller of the Cur
rency changed the way it viewed those 
types of loans. Instead of considering 
equity, the Comptroller looks at those 
loans in terms of a borrower's ability to 
generate the cash flow to pay it back. 

Many of our banks, particularly our 
rural banks carrying farm loans, have 
found that an increasing number of 
fanners are only paying interest charges, 
thus reducing the banks' cash income. 

So, the combination of reduced cash 
income and many newly classified loans 
have pushed many of our rural banks 
dangerously high in the percentage of 
classifled loans. 

To take the problem a step farther, 
because of our banks' reduced cash in
come, they have had difficulty meeting 
the reserve requirements at the Federal 
Reserve. Ordinarily, the banks would sell 
some of their loans to bigger banks to 
raise the cash. However, the bigger banks 
are not buying because the big banks 
do not want to take on more classifled 
assets. And, the big banks are having 

cash problems of their own due to the 
reserve requirements, the increase in 
classified corporate loans, and the rap
idly increasing delinquent real estate 
accounts. 

So the banks have had to borrow from 
the Fed to meet their reserve require
ments. The discount rate today, I believe, 
is 14 percent. And, there is no way for a 
bank to turn that into income-producing 
assets. 

Farmers are large consumers of credit. 
To be a food producer, you have to have 
good soil, lots of water, and a big loan. 
The last figures I saw placed total farm 
debt at $174 billion. Last year, farm real 
estate debt increased about 17 percent to 
$96 billion. Farm nonreal estate debt 
rose about 13 percent to $78 billion. 

The Budget Committee's report ap
propriately raises the issue that 2 years 
ago over 25 percent of the net increase 
in total U.S. agricultural debt was fi
nanced through loans made by Farmers 
Home Administration. 

Farmers Home Administration is the 
lender of last resort. Farmers have had 
to resort to loans from Farmers Home 
Administration more in recent years, ad
mittedly. But, it has not been through 
the fault of the farmer or the Farmers 
Home Administration or the banks. It 
has been due to the condition of the 
economy in general, and the farm econ
omy in particular. I hope the economy 
performs at least as well as the Budget 
Committee expects it to. 

But, for the moment, we are facing 
some liquidity problems in banks. It is 
too dry through most of the grain grow
ing areas of the country. We may need 
the additional flexibility, provided by 
this amendment, in the agricultural 
function later this year. I urge the adop
tion of the amendment as a necessity to 
a viable and successful agriculture. 

I thank the Senator from Montana for 
yielding to me at this time. 

Mr. ANDREWS. Will the Senator 
yield? 

Mr. MELCHER. I am delighted to 
yield. 

Mr. ANDREWS. Mr. President, I ap
preciate the opportunity to speak to the 
amendment offered by my colleague, the 
d istinguished Senator from Montana. 

One of the things that ought to be 
brought out in debate on the floor about 
this amendment is that the budget input 
in agriculture is different from the 
budget input for other functions of our 
Government. I wish to point out to Sen
ators why budget authority in agricul
ture is different than other budget au
thority and budget outlays. 

Most of the cost of farm price support 
programs is evidenced in the commodity 
loan program. For instance, when a 
farmer puts his wheat crop, his feed 
grain crop, or his crop of whatever type 
covered by a Government price support 
loan program under loan, if the loan rate 
is $3 a bushel, the full amount of $3 a 
bushel is scored against Government 
spending in that category. In each sit
uation the Government knows full well, 
and OMB knows full well, that virtually 
all funds, will be restored when that 
commodlty moves out of the loan bin into 
the marketplace. 
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If you score $3 a bushel against 500 

million bushels of wheat, $1,500,000,000 
will show up as an expense against the 
farm program in that given fiscal year. 
But when that commodity is redeemed, 
it is all paid back to the Government. 
The Government's input is solely the 
interest expense and;or storage expense 
if in the discretion of the Secretary of 
Agriculture he deems it in the interest 
of the consumers of America to store 
that grain or put it into reserves so they 
are available for our consumers and over
seas sales. 

Mr. President, I would certainly hope 
that the Senate would support this 
amendment. In the Budget Committee 
markup I had an amendment that I pro
posed in the committee. Senator ExoN 
had a similar amendment in the com
mittee. The committee rejected both of 
those amendments. Our amendments 
were considerably higher than this very 
modest suggestion that my colleague 
from Montana is proposing. 

This amendment increases $400 million 
in outlay authority for fiscal 1982. The 
amendment I put in in committee would 
increase $500 million in that year. Fur
ther, my amendment would have in
creased $500 million in outlay authority 
in 1983 and some $800 million in 1984. 

The increase for price support is 
needed to run sensible, consumer pro
tecting farm commodity programs in the 
future. We need to know now what we 
can do because we are writing the fann 
bill. My colleague, my good friend from 
Montana, serves with me in the respon
sibility of serving on that Agriculture 
Committee. He knows as I do, how diffi
cult it is to structure these commodity 
programs so they wtll be workable, so 
they will be designed to keep the family 
farmer producing and, more importantly, 
to keep a supply of food and fiber so 
necessary to our consumers here in 
America, and so necessary to our econ
omy in earning those overseas dollar pay
ments that we need if we are going to 
balance off the great amount we have to 
spend for importing OPEC oil. 

I salute my colleague and good friend 
for bringing up this amendment, and I 
do hope the Senate will see fit to accept 
it. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. MELCHER. Mr. President, I wish 
to discuss the part of the amendment 
which deals wi'th the opportunity to in
crease soil conservation funds. I have 
been re:fiecting, during the past several 
months, after receiving the first inkling 
of what would be in the administration's 
budget, on the effects it would have on 
our efforts to protect our land and water 
resource base in the United States. As I 
look at what is being proposed and what 
has actually been spent over the past 
decade, with now a further reduct~on in 
that, I become quite concerned that we 
are dipping too deeply into the very 
fundamentals of what makes America 
great. We are dipping too deeply into 
the prodUctivity capability of our land 
and into the opportunities to retain for 
the future a continuation of that pro
ductivity. 
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The facts are thBit we have had a 
25-percent decrease in purchasing power 
over the past 10 years in soil conserva
tion service work through the funding 
of soil conservation service. True, there 
has been a 58-percent increase in actual 
appropriations during that past 10 years, 
but when one re:fiechs on the fact that 
the rate of in:fiation has been much 
greater than thB~t during that decade, 
we understand why it is true that there 
has been a 25-percent decrease in ac
tual purchasing power for soil conserva
tion work. 

The impact of double-digit in:fiation 
in recent years and the reluctance to 
recognize and to provide for the full im
pact of in:fiation on Federal programs 
and the difficulty in defending the 
continuing of discretionary programs 
through periods of tight fiscal policies 
have led the various administratJons 
during that decade and the various Con
gresses during that decade to hold back 
on conservation work. 

In conservation technical assistance 
aione, it is shown that there has been 
a steady program level for 10 years, with 
a small 2-percent decrease in buying 
power. That is just in the single i tern of 
conservaJtion technical assistance. In
ternally, however, the mix of activities 
funded under this account has changed 
significantly. 

New data collection and analysis ac
tivities, including inventory, monitoring, 
and RCA have been added and the soil 
survey activity has increased significant
ly. Congress and administrS~tions during 
the past decade have found that to be 
necessary. 

Meanwhile, the traditional field level 
technology transfer activity under con
servation technical assistance has de
creased by 13 percent in purchasing 
power. 

What about watershed planning? It re
:fiects a 53-percent decrease in buying 
power, 40 percent of that between 1981 
and 1982. The fiscal year 1972 program 
activity produced 40 new planning starts 
and 22 plan completions for watersheds. 
Fiscal year 1982 funds will provide no 
new starts and only 10 completions. 

Mr. President, this is one of the points 
that the amendment seeks to correct, so 
that we can provide some new starts. 

Soil Conservation Service capability to 
support a viable, long-term construction 
program has been significantly reduced 
by the past funding trend and will be 
essentially eliminated if we do not make 
this adjustment for the 1982 budget level. 

What about watershed and :flood pre
vention? This re:fiects a 46-percent de
cline in purchasing power in the con
struction program; 22 percent of that 
decline was between 1981 and 1982. The 
fiscal year 1972 program produced 50 new 
starts and 28 completions. The fiscal year 
1982 program provides no new starts and 
23 completions. 

Again, Mr. President, this is an im
portant reason for this modest increase 
in Soil Conservation Service funds. 

The policy of no new starts in both 
construction and planning limits :fiexi
bility to target the watershed programs 
to the most severe problems. 

What about the Great Plains program? 
The Great Plains program re:fiects a 42-
percent decrease in buying power. The 
fiscal year 1972 program funded 2,500 
new contracts on 5 million acres. The 
fiscal year 1982 program will fund less 
than 1,000 new contracts on about 3 mil
lion acres. Again, this points up the dire 
need for an increase for the Soil Conser
vation Service for fiscal year 1982. 

I remind my colleagues in the Senate 
that a $200-million increase in this par
ticular activity is an investment in the 
United States and our very most precious 
resource, our land and soil base. Mr. 
President, I think that the obvious is be
fore us, that the amendment is very much 
needed. 

We shall have some argument, I sup
pose, or some discussion on whether or 
not we can afford to cut this amount of 
money out of our foreign aid. It is true, I 
think, as the Foreign Relations Commit
tee has poirited out to us, that interna
tional bank commitments are, in some 
instances-perhaps in most instances
good business. But figures show that in 
World Bank contributions, we contribute 
27 percent of the money. We get only 21 
percent of the vote on how it is to be 
spent and only 15 percent of the con
tracts that are involved. If, instead, we 
use that money to help agriculture, we 
shall get a lot better deal. We shall be 
providing more productivity right here, 
in the United States, and getting more 
bang for the buck. 

We shall be spending it here, in the 
United States, on our most basic, our 
most fundamental industry. Particularly, 
we shall be spending half of this increase, 
$200 million, in fiscal year 1982 on soil 
conservation work, and making the other 
half available to the Fanners Home Ad
ministration. 

Besides, the tremendous growth in the 
size of the programs of the multilateral 
banks that are involved in our foreign 
aid means that these banks cannot even 
lend out all the money that is available 
for them. They are building up a back
log, and have more money available than 
there has been demand for. 

For example, the undispensed funds in 
the Asian and African banks have grown 
from $1 billion in 1971 to $3.7 billion in 
1979. I think some of this may have been 
reduced and there is le&S probably avail
able at this point in 1981 than that $3.7 
billion. But the point is this: We can well 
afford to slow down our growth in con
tributions-that is, the U.S. contribu
tions-to the multilateral banks. 

The Committee on Foreign Relations 
has made cuts. It is to their credit that 
they have made cuts in our international 
affairs fund, and I am glad to see that. 
But the fact remains that while the total 
cut in foreign aid is about 9 percent, the 
cuts in agricultural funding, as prouosed 
in the budget that we are considering 
now, is about 30 percent. 

The question is, Mr. President, where 
do we put our dollars? Is it essential to 
make sure of our land and water re
source base? I think it is. 

Is it essential to make sure that 
farmers and ranch operators can stay in 
business, to help our agricultural situa
tion in this country? I think it is. 
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It is often said that there is no con

stituency for foreign aid. Well, I am not 
so sure about that. There have been 
plenty of votes around here in recent 
years that have shown an outstanding 
constituency during times of very high 
inflation in the United States. I think 
we have been guarding foreign aid 
rather zealously. There must be a con
stituency here, in the Senate, and in the 
House that has protected these pro
grams. But what about the American 
taxpayer? What do they say about it? 

I think the American taxpayers are 
saying rather emphatically to us, "If 
you're going to be cutting out the pro
grams that are basic to the United 
States, that are basic to our economy, 
that are basic to our very most precious 
resource, our land and water base here 
in the United States, we want to see an 
evenhanded approach also in what we 
are cutting in our foreign aid programs.'' 

Mr. President, I think it is about time 
that we ask the multilateral banks, in
ternational organizations, and other 
governments to bear witness to the fact 
that we are making substantial cuts in 
domestic programs here, in the United 
States, some of which are very tough 
to .take. I think there have to rbe some 
offsetting cuts in our foreign aid pro
gram, too. It is on that basis that we 
offer this amendment. 

Mr. SYMMS. Mr. President, I first 
want to ask my good friend, the senior 
Senator from Montana, how much of 
the $200 million would be put in the soil 
conservation programs? Half of it? I am 
advised that in order to get this cor
rected-and I am willing to see that we 
do get it corrected so we know what we 
are voting on-that function 300 in nat
ural resources and environment is where 
the soil conservation fund is. Does the 
Senator want that evenly divided? 

Mr. MELCHER. It is our intenttion that 
the budget authority of $200 million 
would be in function 350. 

Mr. SYMMS. The $200 million would 
be in fun~tion 350? 

Mr. MELCHER. That is correct-in 
that budget authority for Farmers Home 
Loan Administr.aJtion. 

Mr. SYMMS. My understanding is that 
the soil conservation programs are in 
function 300. 

Mr. MELCHER. But the Farmers Home 
Loan Adminis,tration is in 350. 

Mr. SYMMS. Does the Senator want to 
divide thaJt out? 

Mr. MELCHER. It is our intention that 
the $200 million in budget authority be 
in function 350 for the Fanners Home 
Loan Administr-ation. 

Mr. SYMMS. Then, how much in func
tion 300? 

Mr. MELCHER. In function 300, $200 
million. 

Mr. SYMMS. lit would be $200 million 
added in each function? 

Mr. MELCHER. That is right. 
Mr. SYMMS. The Senator is talking 

about adding $400 million total to farm 
programs and taking $400 million out of 
foreign a.ss'is,tance programs? 

Mr. MELCHER. That is correct. 
Mr. SYMMS. The copy of the amend

ment I have reads: 
To increase budget authority by $200 mil

lion e.nd budget outlays by $200 million tor 

function 350, and decrease budget author
ity by $200 million and budget outlays ·by 
$200 million for func-tion 150. 

Perhaps 'the Senator wants to correct 
the amendment. 

Mr. MELCHER. Yes. I thank •the Sen
ator from Idaho for pointing that out. 
Indeed, we do want to corre<>,t it, and I 
send a corrected version of the amend
ments 'to the desk. 

The PRESIDING OFFICER. Is there 
objection to the modification? The Chair 
hears none, and the amendment is so 
modified. 

The modified amendment reads as fol
lows: 

On page 4, line 18, strike "$16;800,000,000" 
,a;nd tl.nsert in lieu thereof "$16,600,000,000." 

On page 4 , line 19, strike, "$11,100,000,000" 
a.nd in,gert in lieu thereof "$10 ,900,000,000." 

On pag·e 5, Jine 23, strike "$8,4 00,000,000" 
and insert in lieu thereof "$8.500,000,000." 

On page 5, line 24, strike "$12,800,000,GOO" 
and , .. n.sert in lieu thereof "$12,900,000,COO." 

On page 6, line 8, strike "$5,400,000,000" 
and insert in l'ieu thereof "$5,500,000,000." 

On page 6, line 9, st:rdke "$4,600,000,000" 
and insert in lieu thereof "$4,700,000,000." 

Mr. SYMMS. For clarification, I say 
to LHe .::~~;uator from Montana that now 
we have the situation in which we are 
reducing budget authority by $400 mil
lion from function 150 and adding back 
$200 million in 350 and $300 million in 
300. 

Mr. MELCHER. Mr. President, will the 
Senator yield? 

Mr. SYMMS. I am happy to yield. 
Mr. MELCHER. It is $200 million re

duction in authority and $200 million in 
outlays, both from function 150. 

Mr. SYMMS. But we are adding b:1ck 
how much? 

Mr. MELCHER. We are adding back 
~2·00 million in budget authoritv for 
function 350 and $200 million in budget 
outlays for function 300. 

Mr. SYMMS. In other words, we are 
going to add back $400 million but sub
tract $200 million? 

Mr. MELCHER. No; we are going to 
subtract from one function $200 mill :o::1 
in budget authority and $200 million in 
budget outlays, for a total of $400 millio::1 
from that function. 

Mr. SYMMS. Mr. President, I suggest 
the wbsence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The bill clerk proceeded to call th 3 
roll. 

Mr. SYMMS. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. SYMMS. Mr. President, I make 
the further point to our colleagues that 
the Reagan budget, in the Senate Budget 
Committee, increases the operating loans 
from $850 million in fiscal year 1981 to 
$1.325 billion in fiscal year 1982. So there 
is already in this resolution a 56-percent 
increase. 

The soil conservation programs, as was 
mentioned, are not in function 350; they 
are in function 300. 

I believe we now have the amendment 
corrected. I ask the Senator from Mon
tana, for clarification of the record, so 
that our colleagues will understand what 

we are talking about, if now we are going 
to reduce by $200 million function 150. 
The Senator is talkmg about reducing 
function 150 by $200 million and in
creasing function 350 by $100 million and 
increasing function 300 by $100 million? 

Mr. MELCHER. That is correct. 
Mr. SYMMS. I say again, Mr. Presi

dent, that I am sure it makes good copy 
to talk about taking the money out of 
fore.gn aid. If we could somehow di
vide this, I say to the Senator from Mon
tana, I would agree with him that we 
probably could stand to cut it a little 
more. Whether we need to spend the 
money back in the agriculture programs, 
I question that. 

Probably more important than any
thing else for the American farmer is to 
get the Reagan economic program 
through Congress. That is probably more 
important than how we have the FHA 
or the soil conservation or the ASCS 
programs; because, ultimately, when we 
finally get the Reagan economic package 
through Congress and get the economy 
moving, there is going to be a major 
move, not only by this Senator but also 
by many others in this Chamber and 
the administration-! have talked to the 
President about this-to repeal the in
heritance tax, which does more damage 
to the farmers. It would do much more 
good for the farmers to lessen the burden 
of the inheritance tax situation than any 
slight adjustment to these farm pro
grams that are in place. 

It is not that $100 million is not im
portant when it comes to farm operat
ing loans, but this budget resolution 
calls for $1.325 billion in farm operating 
loans presently, so we are talking about 
adding on $100 million. I believe that 
what would be far more beneficial to the 
American farmer would be to see the 
President's economic package pass Con
gress, be signed into law, get some ac
celerated depreciation for the farmers, 
get some amelioration 1n the second tax 
package on the vital reform of the in
heritance tax and gift tax, so that capi
tal can be kept concentrated on farms, 
instead of always forcing the sale of 
the family farm to pay estate taxes. 

With respect to soil conservation, I 
have to say to the Senator from Mon
tana that I know that the argument he 
makes is very sound. He is preserving 
our water and our land base. 

My own observation has been as a 
farmer, but I have often noted that the 
farmers who are unable to particip:lte in 
the program are oftentimes those who 
are the best situated financially and 
sometimes that young farmer who is 
striving very hard to get started cannot 
come up with the matching funds for the 
soil conservation program. 

That is not to say that improving our 
water resources and our land is not a good 
program because I think i.t is a good pro
gram. But I think we have reached a 
point in this budget resolution where 
there has been over $1 billion taken out 
of the foreign assistance program. Nine 
hundred million dollars was taken out 
by the Foreign Relations Committee out 
of what the President called for. So I 
think that cuts have been fairly deep in 
that area as it is and, as I say, we cannot 
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divide this so we have to vote one way or 
the other. 

I think that it would be in the best in
terest of the Senate to tum this amend
ment down and then take these things 
one on one on the merits in the authoriz
ing and the appropriations process later 
on this summer. 

I yield to the Senator from Montana. 
Mr. MELCHER. Mr. President, I ask 

for the yeas and nays on the amendment. 
The PRESIDING OFFICER. Is there a 

sufficient second? 
There is a sufficient second. 
The yeas and nays were ordered. 
Mr. MELCHER. I thank my friend for 

yielding. 
Mr. SYMMS. Mr. President, how much 

time do I have remaining on the amend
ment? 

The PRESIDING OFFICER. The Sen
ator from Idaho has 44 minutes and the 
Senator from Montana 25 minutes, but 
under the previous order we are having 
back-to-back votes at 2 p.m. so actu'lllY 
the Senators have 15 minutes remaining. 

Mr. SYMMS. Mr. President, I yield 10 
minutes to the distinguished chairman of 
the Foreign Relations Committee, Sen
atorPERCY. 

The PRESIDING OFFICER. The Sen
ator from nunois. 

Mr. PERCY. Mr. President, I thank my 
distinguished colleague. 

I really cannot think of anything that 
would be more injurious to the Presi
dent's economic assistance and security 
assistance programs abroad than the 
present amendment because we have to 
put this amendment in the context of 
what has been done before. 

The Reagan budget reduced the pro
gram suggested to Congress by President 
Carter by $150 million. The Senate, since 
that time, has reduced the Reagan re
quest by $900 million. It has cut military 
direct loans in half. It has cut out all 
contingency funds. It has cut the mili
tary training program. It has cut the de
velopment loan program to negative real 
growth. It has cut international orga
nizations by $150 million. 

There is simply no place else to cut. 
Further cuts, especially in outlays, would 
require the Foreign Relations Committee 
to cut into money for the Middle East. 
This would affect basic U.S. national se
curity interests. · 

We are talking about reducing the 
chances for conflict in the world. 

What would happen if we started 
slashing the programs for Israel and 
Egypt at this particular time? Here they 
are in a critical period in the Middle East 
with a conflict in Lebanon that could go 
either way, with an emissary of the 
President out there right now trying to 
mediate this particular situation. 

What would happen if Congress, with 
firm pledges having been made by two 
Presidents, went in and slashed any of 
those programs? 

The President has been deprived of all 
contingency funds. Secretary Haig, whom 
four members of the Foreign Rel.ations 
Committee just left at the State Depart
ment, would certainly reiterate that to 
remove all flexibility from the Secretary 
of State at this particular time, not al-

lowing any funds for any contingency 
or emergency that might occur any place 
in the world, what would happen to the 
defense policy? What would happen to 
the military assistance program abroad? 

Here we are willing to vote billions 
of additional dollars, and with the full 
support of the Senator from Tilinois be
cause there is no way to have a credible 
foreign policy without a strong national 
defense, but here we are voting billions 
of dollars for additional defense in this 
country. 

We have had a firm policy for years 
that there should be assistance to other 
countries that want to protect the inter
ests of the free world which are the inter
ests of the United States of America. And 
we vote all of that money for our own 
domestic defense needs and yet we de
prive the Department of State of funds 
that will assist other countries in main
taining their stability and maintaining 
their strength when they are willing to 
provide their manpower, when they are 
willing to provide their energy, their ef
fort, put their prestige on the line, take 
sides in this East-West conflict, and yet 
we are going to say, "No, we do not have 
the money for you." 

What kind of a foreign policy can we 
have if we just nibble away at this pro
gram which is already down to bedrock, 
which already the departmFmt simply 
does not know how it is going to adjust 
to? 

This makes no sense at all. 
Though it is sometimes popular to say 

we will just take it out of foreign aid, if 
you look at every single one of these pro
grams, these programs are. in the interest 
of the foreign policy and our national 
security interests of the United States of 
America. There is no question about that. 
There is no question in the mind of 
President Reagan. There is no question 
in the mind of Vice President BusH. 
There is question in the mind of Secre
tary Haig. There is no question in the 
mind of Secretary Cap Weinberger. 

Any member of the Cabinet and any 
informed person would say these pro
grams cannot be cut without cutting the 
national security interest of the United 
States of America. 

This requires an understanding on the 
part of our people. It requires an under
standing on the part of the Senate. 

We left a meeting at the State Depart
ment with 200 some chief executive of
ficers of major corporations in the 
United States. Those companies do busi
ness abroad all over the world, and let 
us face it. Twenty-five percent of the 
gross national product of the United 
States of America is generated through 
trade that we do abroad. This is going 
both ways. When we look at some of the 
manufacturers in this country, for ex
ample, Caterpillar Tractor in Tilinois, 47 
percent of their business is done in ex
port business. 

When we look at farmlands in the 
State of Tilinois, one out of two workers 
in agriculture in Tilinois depend upon 
export markets. One out of three acres 
in Tilinois is all exported. 

We require those export markets and 
we require the imports that we receive 
in raw materials for our factories, and 

in a few years 80 percent of all imports 
coming into the United States will be 
coming from abroad. 

Of all raw materials used in our fac
tories, 80 percent of those raw materials 
will be coming from abroad, many of 
those from areas of instability in the 
world. 

The purpose of these military assist
ance and economic assistance programs 
abroad is to create a condition of stabil
ity in the world. 

This economy depends upon world 
stability. Every time we are tom apart 
in some area, it is more difficult for the 
United States of America to carry on its 
business, e.nd the business of carrying on 
America's business a.Jbroad is the respon
sibility of the Secretary of State. 

To undercut the Secretary in this re
gard and deprive him of funds that are 
essential and needed for these programs 
is irresponsible. 

I simply do not feel the Senate will do 
this, nor can it do it at this particular 
time. 

I, therefore, hope the pending amend
ment will be defeated by my colleagues. 

Mr. MELCHER. Mr. President, I ap
preciate the remarks of the chairman 
of the Foreign Relations Committee. 

The distinguished Senator from Illi
nois, I realize, has a profound interest 
in not only the foreign relations of the 
United States but he has a profound in
terest in the productivity of the heart
land of America, in his State in particu
lar, the State of Illinois. He has a pro
found interest in the agricultural base 
for this country. He has spoken elo
quently on numerous occasions for both 
po:nts. 

I appreciate his remarks today in de
fense of foreign relations for the United 
States. 

But I must point out, Mr. President, 
that what we are talking about is a $200 
million reduction in budget authority 
from $16.8 billion, a $200 million re
duction in budget obligations from $11.1 
billion. 

I think that the question should hinge 
not on whether or not we want to take it 
out of either pro.:,aram. I think it should 
hinge on which program can stand cuts. 

I see no reason to safeguard our ex
penditures in foreign aid at the expense 
of our agricultural production and at the 
expense of our land and water resource 
base here in the United States. 

So, we have offered a very modest ex
change of $200 mUlion in budget author
ity and $200 million in budget obligation 
both of which are to come out of foreign 
aid and both of which would assist our 
agriculture production, one in the form 
of Farmers Home Administration oper
ating loans and the other in the form 
of soil conservation work. 

I think the amendment has great 
merit. I hope the Senate can agree to it. 

The PRESIDING OFFICER <Mr. 
LUGA.R) . The hour of 2 p.m. has arrived. 

Mr. DOMENICI addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from New Mexico. 
Mr. DOMENICI. Mr. President, the 

distinguished Senator from Texas desires 
3 minutes to speak in opposition to the 
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Melcher amendment. If there be no ob
jection, he wishes to do that now. It will 
take unanimous consent that we vote in 
3 minutes on the Bradley amendment in
stead of voting now. 

Does the Senator from Montana have 
any objection to that? 

Mr. MELCHER. Mr. President, do I 
understand my friend from New Mex
ico to say that the distinguished Senator 
from Texas would like to have 3 min
utes to speak on my amendment? 

Mr. DOMENICI. Yes. 
Mr. MELCHER. Mr. President, I have 

no objection, providing I can have 2 
minutes to respond. 

Mr. BAKER. Mr. President, I am not 
prepared to do that. I am sorry, but I 
have commitments to other Senators. I 
will object to that. 

The PRESIDING OFFICER. The ob
jection is heard. 

UP AMENDMENT NO. 86 

Under the previous order. the hour 
of 2 o'clock having arrived, the question 
is on agreeing to unprinted amendment 
No. 86 offered by the Senator from New 
Jersey tMr. BRADLEY). The yeas and nays 
have been ordered and the clerk will call 
the roll. 

The assistant legislative clerk called 
the roll. 

Mr. STEVENS. I announce that the 
Senator from Maryland (Mr. MATHIAS) 
is necessarily absent. 

Mr. CRANSTON. I announce that the 
Senator from Nevada (Mr. CANNON) is 
necessarily absent. 

The PRESIDING OFFICER . .Are there 
anv other Senators in the Chamber who 
desire to vote? 

The result was announced-yeas 22, 
nays 76, as follows: 

[Rollcall Vote No. 105 Leg.] 
YEAS-22 

Bentserli IIllOuye 
Btden Jackwm 
Bradley Kemltlledy 
BY!l'd. Robert c. Lea.hiy 
Om~nston Levin 
Dodd Mia.tsune.ge. 
Ea.e-.Ieton Metzenbaum 
Hart Moynthiam 

Abdnor 
Andrews 
Arm'!trong 
Ba.ke.r 
Baucus 
Boren 
Boschwitz 
Bumoers 
Burdick 
BY!l'd, 

Harry F., Jr. 
Cha.tee 
Chiles 
Cochnan 
OOhen 
D'Ama.to 
Da;n.torth 
DeConcini 
Denton 
Dixon 
Dole 
Domen.tci 
Durenberger 
East 
Evon 
Ford 

NAYS-76 
Ga.m 
Glenln 
Goldwater 
Gorton 
GmssLey 
Hlat.ch 
Hatfield 
lJawk11Ils 
Hi!Ly8;k:a.wa. 
Heflin 
Heinz 
:F.e'ms 
HollUngs 
Huddlieston 
Humphrey 
Jeosen 
Johnston 
Kassebaum 
Kasten 
Lamlt 
Lang 
Luga.r 
Ma.ttlne;ly 
McClure 
Melcher 
Mitchell 

Pell 
Randolph 
Riegle 
Sa.rbanee 
Tsrmgas 
W11.1Uams 

:M,,.,..owskl 
Nickles 
Nunn 
Packwood 
Percy 
Pressler 
Proxmi.N! 
Pryor 
QvaVIle 
Roth 
Rudman 
S819Ser 
Schmitt 
R1mpson 
Specter 
Stafford 
Stenn1s 
Stevens 
Symms 
Thurmond 
Tower 
we.tlop 
WM~Der 
Wetcker 
ZorlnsJty 

NOT VOTING-2 
O&lllllOD. Math/las 

So Mr. BRADLEY's amendment (UP No. 
86> was rejected. 

Mr. DOMENICI. Mr. President, I move 
to reconsider the vote by which the 
amendment was rejected. 

Mr. BAKER. Mr. President, I move to 
lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. The ques
tion is on agreeing to UP Amendment 
numbered 87 offered by the Senator from 
Montana. The yeas and nays have been 
ordered. 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, a parlliamentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. HARRY F. BYRD, JR. Mr. Pres
ident, the pending amendment would add 
$200 million in two areas of the bill. An
other part of the amendment would cut 
$200 million from another part of the 
bill, the $200 million add-on or added to 
areas which have already been substan
tially increased over the President's 
budget. 

My parliamentary inquiry is this: Is 
this subject to division, namely, the two 
add-ons in one vote and the reduction in 
a subsequent vote? 

The PRESIDING OFFICER. There
sponse of the Chair is that it is not sub
ject to a division. 

The Budget Act provides that: 
(6) Notwithstanding any other rule, an 

amendment, or series of amendments, to a 
concurrent resolution on the budget pro
posed in the Senate shall always be in order 
if such amendment or series of amendments 
proposes to change any figure or figures then 
contained in such concurrent resolution so 
as to make such concurrent resolution math
ematically consistent or so as to maintain 
such consistency. 

This amendment is so drafted. 
Mr. HARRY F. BYRD, JR. I thank the 

Chair. 
The PRESIDING OFFICER. We will 

now proceed to the vote. The yeas and 
nays have been ordered and the clerk 
will C81ll the roll. 

Mr. BAKER. Mr. President, this is a 
10-minute rollcall vote? 

'The PRESIDING OFFICER. The Sen
ator is correct. The clerk will c·all the 
roll. 

The l~gisla.tive clerk called the roll. 
Mr. STEVENS. I announce that the 

Senator from Maryland <Mr. MATHIAS) 
is necessarily absent. 

Mr. CRANSTON. I announce that the 
Senator from Nevada (Mr. CANNON) is 
necessarily ~absent. 

The PRESIDING OFFICER. Are there 
any other 'Senators in the Ohamber who 
wish to V'Ote? 

The result was announced-yeas 39, 
nays 59, as follows: 

[Rollcall Vote No. 106 Leg.] 

YEAS-39 
Abdnor ~ 
AndJrews Gmssley 
Baucus Hart 
Bentsen Hawkins 
Boren Heflin 
Bumpers Helms 
Burdick Huddleston 
Byrd, Robert c . Inouye 
OOhen Jackson 
DeOonclni Jepsen 
Eagleton Johnston 
Exon Mia.tsunaga 
Ford McOlure 

Melcher 
Mitchell 
Nunn 
Press.Ier 
Proxmlre 
Pryor 
Randolph 
Riegle 
Roth 
Sarba.nea 
Sasser 
Symms 
Zorinsky 

Armstrong 
Be.k-er 
Bid en 
Boschwltz 
Bra.dley 
Byrd, 

Harry F., Jr. 
Chafee 
Cbliles 
Cochran 
Cmnston 
D'Amato 
Danforth 
Denton 
Dix<m 
Dodd 
DO:e 
Dome:n4ci 
Durenba-ger 
East 

Cannon 

NAYS-59 
Glenn MW"lrowski 
Goildwater Nickiles 
Gort<m. Packwood. 
Hatch Pell 
HJ&tfteld Percy 
Ha.yakawa Qua;yle 
H.elnz Ruclmia.n 
HollillllgS Schmitt 
Humphrey Slmpoon 
Kassebaum Specter 
K.Mten Stafford 
Kenllledy Stennds 
Laxalt Stevens 
Leahy Thurmond 
Levin Tower 
Long Tsongas 
LugM We.I:I.op 
Mattingly warne!" 
Metzenbaum Weicker 
Moyiilihan Williams 

NOT VOTING-2 

:Mathias 

So Mr. MELCHER'S amendment (UP 
No. 87). as modified, was rejected. 

Mr. BAKER. Mr. President, I move to 
reconsider the vote by which the amend
ment was rejected. 

Mr. DOMENICI. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

ORDER OF PROCEDURE 

Mr. BAKER. Mr. President, I have 
three other housekeeping matters I 
would like to take care of before the next 
amendment is voted on. 

May I inquire, is there a Moynihan 
amendment now sequenced without a 
time limitation? 

The PRESIDING OFFICER. The 
Moynihan-Bradley tax cut amendment, 
which is the next order of business, has 
a 2-hour time limit. 

Mr. BAKER. Mr. President, I have 
been advised by the distinguished Sena
tor from New York and the minority 
leader that it is agreeable on their side 
to reduce that 2 hours to 1 hour and 
I make that request. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Mr. President, after the 
Moynihan amendment, I ask unanimous 
consent that the Senator from New 
Hampshire <Mr. HUMPHREY) be recog
nized for not to exceed 30 minutes to 
speak, not to offer an amendment. 

Mr. ROBERT C. BYRD. Mr. President, 
reserving the right to object, and I do 
not want to object, I want to be sure 
that the Senators who are sequenced in 
on amendments have time on their 
amendments. Perhaps we could cut the 
time somewhat on amendments. 

I hope we will not have Senators 
speaking on the measure, to the possible 
prejudice of Senators who want to call 
up amendments and whose amendments 
are sequenced. 

Mr. BAKER. I understand the concern 
of the minority leader, and I assure him 
that we can make provision that the 
time otherwise allocable to the majority 
be available to the Senator from New 
Hampshire. 

Mr. President, I hope there might not 
be an objection to this request. There is 
a commitment, I believe, to permit the 
Senator to make a statement at this 
time. 

Mr. DOMENICI. Mr. President, I se.y 
to the minority leader that last night 
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w,hen we were sequencing and determin
ing more or less our game plan for today, 
the Senator from New Mexico neglect
ed-and it is his fault-to honor a re
quest that had been pending for 2 days 
by the distinguished Senator. What I am 
prepared to do now is to say to the Sena
tor that he can take 15 minutes from the 
time in opposition to the Moynihan 
amendment. We will take 15 minutes, 
and if he will get 15 minutes for Senator 
Humphrey, that will be 30. 

Mr. ROBERT C. BYRD. Then, there
quest has been reduced to 15 minutes? 

Mr. DOMENICI. That is correct. 
Mr. ROBERT C. BYRD. Could the dis

tinguished majority leader withhold this 
request until we talk about one or two 
other amendments? 

Mr. BAKER. I will be happy to do so. 
Mr. President, I withdraw that request 

for the time being, and I will have to 
make it again before we finish. 

In the meantime, I believe we also have 
an agreement on the tobacco amend
ment, so called, to be offered by the Sen
ator from Ohio (Mr. METZENBAUM). This 
has ·been cleared with the Senator from 
Ohio and the minority leader. 

Mr. President, I ask unanimous con
sent that on the Metzenbaum amend
ment dealing with tobacco subsidy there 
be a time limitation of 40 minutes, to be 
equally divided. 

The PRESII;>ING OFFICER. Is there 
objection? The Chair hears none and it 
is so ordered. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Metzen
baum amendment on tdbacco be se
quenced immediately after the Stevens 
amendment. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and it 
is so ordered. 

Mr. ROBERT C. BYRD. Would the 
distinguished majority leader consider 
reducing the time on the amendment by 
Mr. SASSER to 50 minutes overall, to be 
equally divided? 

Mr. BAKER. Yes, I am happy to do 
that, and I make that request, Mr. Pres
ident. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. ROBERT C. BYRD. Mr. President, 
on the amendment by Mr. Bumpers, I 
believe there is a 2-hour limftation under 
the statute. 

The PRESIDING OFFICER. That is 
correct. 

Mr. ROBERT C. BYRD. Could were
duce that time? Mr. BUMPERS is in the 
Chamber. 

Mr. BUMPERS. Mr. President, I will 
save a lot of time. It is not my present 
intention to offer that amendment. I be
lieve that was taken care of when the 
Thurmpnd amendment was defeated the 
other day. 

Mr. BAKER. Can we remove that from 
the sequence? 

Mr. BUMPERS. The leader may re
move it. 

Mr. BAKER. I make that request. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 

Mr. ROBERT C. BYRD. Mr. President, 
as I understand it, the remaining amend
ments that are sequenced are the amend
ment by Mr. MOYNIHAN and Mr. BRADLEY 
on the tax cut, to be followed by an 
amendment by Mr. RIEGLE. Or is it Mr. 
STEVENS? 

Mr. BAKER. Mr. RIEGLE. 
Mr. ROBERT C. BYRD. Then, it is to 

be followed by the amendment by Mr. 
STEVENS, dealing with COLA. Am I cor
rect? 

Mr. BAKER. Yes. 
Mr. President, I advise the minority 

leader that the Senator from Alaska has 
indicated that he will not take a great 
amount of time. He is not in the Chamber 
at the moment, but I believe we can get 
a short time limitation on the amend
ment. 

Mr. DOMENICI. Actually, it is a math
ematical correction, and it should not 
take 5 minutes. ·· 

Mr. ROBERT C. BYRD. Mr. President, 
I have no objection to the request of the 
distinguished majority leader for 15 min
utes for Mr. HUMPHREY. 

Mr. BAKER. I thank the minority 
leader. 

Mr. President, I now make the request 
that the Senator .from New Hampshire 
be recognized after the Moynihan 
amendment. 

Mr. DOMENICI. For a full30 minutes? 
Mr. BAKER. For 15 additional min

utes, with the understanding that the 
Senator from New Mexico, as the man
ager on behalf of the majority, will yield 
another 15 minutes, to make a total of 
30 minutes. 

Mr. DOMENICI. Mr. President, re
serving the right to object, I would not 
want the 30 minutes of the distinguished 
Senator from New Hampshire to be di
vided by a vote. So long as that is the 
arrangement, I have no objection to the 
proposal. 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, reserving the right to object, can 
the distinguished majority leader get me 
10 minutes sometime prior to the vote 
on the resolution itself? 

Mr. ROBERT C. BYRD. Mr. President, 
I have no problem with 10 minutes, pro
vided Senators who are calling up their 
amendments and who have been se
quenced~and we have to leave time for 
amendments in the second degree to any 
amendments-! would have no objection 
to provide for that, if it be understood 
that if we need that 10 minutes at the 
end in order to take care of one of the 
amendments that are sequenced; or an 
amendment in the second degree, the 
7 o'clock time will be 7:10. 

Mr. BAKER. Mr. President, first of all, 
I now have been advised that the Sena
tor from Alaska is agreeable to a 20-min
ute time limitation, equally divided, and 
I now make that request. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. That should significantly 
reduce the time pressure. 

Mr. President, let me try this request: 

with the understanding, however, that 
that 10 minutes may not diminish the 
time otherwise allocated by order to any 
Senator who has an amendment in se-
quence. 

The PRESIDING OFFICER. Is there 
obje·ction? The Chair hears none, and 
it is so ordered. 

Mr. BAKER. Mr. President, I thank the 
minority leader, and I thank all Senators 
for cooperating. I believe that what we
have done now almost surely indicates 
that we can finish by 7 or perhaps before 
7 with the matter before the Senate. 

Mr. DOMENICI. Mr. President, I am 
familiar with all the amendments men
tioned except one that the minority 
leader has called the Riegle amendment. 
Do we have a description of ·what it is? 

Mr. ROBERT C. BYRD. I do not have 
a description at the moment. 

Mr. DOMENICI. The Senator is in the 
Chamber. Does he have a description? 

Mr. RIEGLE. I have a couple of possi
bilities. One would be a transfer. I have 
not decided, to be very blunt about it. 

Mr. BAKER. I hope the Senator from 
Michigan can tell us more about that, 
because every other Member has identi
fied at least the general subject matter 
of his amendment in advance. We did 
not require that of the Senator from 
Michigan last evening because he was 
not on the floor at the time we sequenced 
these amendments. It seems to me that 
it gives him an advantage that no other 
Senator has, to have an option between 
amendments. 

As I pointed out last night when I pre
sented the request, there is of course a 
statutory requirement that this amend
ment must be germane, and that will pre
vail. However, in all fairness to all those 
who have agreed on time limitations and 
the sequencing of amendments, I hope 
the Senator from Michigan will let us 
know the general nature of the amend
ment he intends to offer. 

Mr. RIEGLE. Mr. President, I appreci
ate the request of the majority leader. 

I have an amendment that would 
transfer some moneys out of the 050 
function into several other functions. I 
say to the Senator that it is my current 
intention to offer that; but I do not want 
to forfeit my right to change that. 

Mr. BAKER. Mr. President, 1- hope· 
that, a little, later, the Senator . from 
Michigan can give us a bette~ idea. or at 
least deal with greater part1culanty as 
to what the amendment is. It appears . 
that that is as good as we can do for the 
moment. 

Mr. RIEGLE. I will make clear what I 
intend to do. 

Mr. ROBERT C. BYRD. Mr. President, 
will the Senator yield? 

Mr. RIEGLE. I yield. 
Mr. ROBERT C. BYRD. Is the Senat~r 

not saying, in effect, that when he _Is 
reached in the order of sequence, he w~ll 
either call up that -amendment or he ~Ill 
not call up that amendment? Is that It? 

Mr. RIEGLE. It is partly what I am 
saying. I do not want to foreclose mY 
options. The agreement was that I would 
have an opportunity to offer an ~mend-

Mr. BAKER. I thank the Senator from 
Arkansas. 

I ask unanimous consent that prior to 
final disposition o.f the pending measure, 
the senior Senator from Virginia be rec
ognized for not to exceed 10 miputes, 

ment. I think this is the one I Will offe~. 
but I am not absolutely certain at this_: 
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point. I think I am within my rights not 
to decide now. If not, I should like to 
know why I would not be. 

Mr. BAKER. Mr. President, the Sena
tor is within his rights. But his rights 
stem from, I thought, an act of generos
ity on our part last evening. When every 
other Senator designacect the subject 
matter of his amendment there was a 
request to schedule and sequence an 
amendment of the Senator from Michi
gan. When we inquired about what the 
subject of that amendment was the Sen
ator from Michigan was, not here. It 
would have been just as easy not to 
sequence that amendment and forego 
that until we found out what the sub
ject matter was. We did not do that. In
stead we took at face value his request 
and sequenced it. 

I would not have done that if I thought 
there were ·some doubt about the nature 
of the amendment he offers. But I have 
done it. 

All I can do now is call on the good 
conscience of the Senator from Michigan 
to tell us the subject matter· of the 
amendment so that he does not have an 
advantage over any other Senator who 
has done so. 

Mr. RIEGLE. I understand what the 
majority leader is saying. I appreciate 
his courtesy last evening and today. 

I can say to him that my current in
tention is to offer an amendment that 
would transfer some funds from the 050 
function to several other functions. That 
is the presumption I am working on. 

Because my amendment was unspec
ified, I have that degree of :flexibility. If 
I change my intention, I will alert Sena
tors to that change in sumcient time to 
allow my colleagues to respond. I have 
no desire to catch people flatfooted. On 
the other hand, I wish to have more time 
to evaluate this situation. 

Mr. BAKER. I am not going to argue 
about it because we are going to chew 
up more time here than we should or 
need to, but I hope that the Senator 
from Michigan will understand that the 
reason he is sequenced and the reason 
he has no rights is that we agreed to 
sequence him yesterday, notwithstand
ing we did not know the subject matter 
of the amendment, as a matter of ac
commodation. It is not a right that ex
ists. Otherwise, had we declined to do 
that last night, he simply would have 
been authorized to offer an amendment 
today sometime to get recognized. 

Mr. RIEGLE. Let me try to help the 
majority leader this way. Can we review 
the order in which amendments are go
ing to be taken up from this point as to 
where I fall in the order of th;ngs? I 
know the Movnihan amendment is up 
now followed bY--

Mr. ROBERT C. BYRD. Followed by 
the Senator from Michigan. 

Mr. BAKER. The Senator from Mich
igan is after Senator HUMPHREY speaks, 
but the Senator from Michigan will be 
the next amendment after the Moynihan 
amendment. 

Mr. RIEGLE. The Bumpers amend
ment will not intervene? 

Mr. BAKER. It will not. It has been 
withdrawn. 

Might I inquire of the Senator from 
Michigan if he is prepared to reduce the 
time? 

Mr. RIEGLE. No. I would not be at 
this point, although I may be at the time 
I present it. I am open on that question, 
but at the moment I would not want to 
enter into agreement to reduce the time. 

Mr. BAKER. Mr. President, I do not 
wish to pursue this any more. I think that 
at some point it might be a good idea 
for us to confer privately on this subiect, 
but I will not pursue it at this point. 

UP AMENDMENT NO. 88 

(Purpose: To provide for a. balanced budget 
in fiscal year 1984) 

The PRESIDING OFFICER. Under 
the previous order, the Senate will now 
proceed to the consideration of the 
amendment offered by the Senator from 
New York (Mr. MOYNIHAN) and the Sen
ator from New Jersey (Mr. BR•DI.EY). 

Mr. MOYNIHAN. Mr. President, I send 
to the desk an unprinted amendment 
and ask for its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from New York (Mr. MOYNI
HAN), for himself and Mr. BRADLEY, Mr. 
MITCHELL, and Mr. BmEN, proposes an un
printed amendment numbered 88. 

Mr. MOYNmAN. Mr. President, I ask 
unanimous consent that the reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 2, strike out sections l.{a) (1), 

l.{a.) (2), l.(a) (3), 1.(a) (4), l.(a) (5) and 
insert in lieu thereof the following: " ( 1) the 
recommended level of Federal revenues is as 
follows: 

Fiscal year 1982: $650,400,000,000; 
Fiscal year 1983: $738,300,000,000; 
Fiscal year 1984: $839,200,000,000; 

and the amount by which the aggregate 
levels of Federal revenues should be de
creased is as follows: 

Fiscal year 1982: $51,200,000,000; 
Fiscal year 1983: $68,000,000,000; 
Fiscal year 1984: $76,300,000,000; 
(2) the appropriate level of total new 

budget authority is as follows: 
Fiscal year 1982: $775,100,000,000; 
Fiscal year 1983: $843,000,000,000; 
Fiscal year 1984: $903,400,000,000; 
l3) the appropriate level of total budget 

outlays is as follows: 
Fiscal year 1982: $704,200,000,000; 
Fiscal year 1983: $762,100,000,000; 
Fiscal year 1984: $815,500,000,000; 
(4) amount of the deficit or surplus in the 

budge·t which is appropriate in the light of 
economic conditions and all other relevant 
factors is as follows: 

Fiscal year 1982: -$53,800,000,000; 
Fiscal year 1983: - $23,800,000,000; 
Fiscal year 1984: +$23,700,000,000; 
( 5) the appropriate level of the public debt 

is as follows: 
Fiscal year 1982: $1,096.200,000,000; 
Fiscal year 1983: $1,161,700,000,000; 
Fiscal year 1984: $1,193,100,000,000; 

and the amount by which the temporary 
statutory limit on such debt should be ac
cordingly increased is as follows: 

Fiscal year 1982: $96,400,000,000; 
Fiscal year 1983: $65,500,000,000; 
Fiscal year 1984: $19,600,000,000." 
Beginning on page 4, strike out sections 

l.{b) (1) through l.{b) (16) and insert in 
lieu thereof the following: 

"(1) National Defense (050): 
Fiscal year 1982: 
(A) New budget authority, $225,400,000,-

000; 
(B) Outlays, $193,100,000,000; 
Fiscal year 1983: 
(A) New budget authority, $258,800,000,-

000; 
(B) Outlays, $227,400,000,000; 
Fiscal year 1984: 
(A) New budget authority, $294,000,000,-

000; 
(B) outlays, $262,200,000,000; 
(2) International Affairs (150): 
Fiscal year 1982: 
(A) New budget authority, $16,800,000,000; 
(B) Outlays, $11,100,000,000; 
Fiscal year 1983: 
(A) New budget authority, $16,300,000,000; 
(B) Outlays, $11,600,000,000; 
Fiscal year 1984: 
(A) New budget authority, $17,400,000,000; 
(B) Outlays, $12,100,000,000; 
{3) General Science, Space, and Technol-

ogy (250): 
Fiscal year 1982: 
(A) New .budget authority, $7,200,000,000; 
(B) Outlays, $7,000,000,000; 
Fiscal year 1983: 
(A) New budget authority, $7,800,000,000; 
(B) Outlays, $7,400,000,000; 
Fiscal year 1984: 
(A) New budget authority, $7,300,000,000; 
(B) Outlays, $7,300,000,000; 
(4) Energy (270): 
Fiscal year 1982: 
(A) New budget authority, $4,400,000,000; 
(B) Outlays, $6,900,000,000; 
Fiscal year 1983: 
(A) New budget authority, $3,800,000,000; 
(B) Outlays, $6,600,000,000; 
Fiscal year 1984: 
(A) New budget authority, $2,800,000,000; 
(B) Outlays, $5,000,000,000; 
{5) Natural Resources and Environment 

(300): 
FLscal year 1982: 
(A) New budget authority, $8,400,000,000; 
(B) Outlays, $12,800,000,000; 
Fiscal year 1983: 
(A) New budget authority, $10,800,000,000; 
(B) Outlays, $11,900,000,000; 
Fiscal year 1984: 
(A) New budget authority, $10,900,000,000; 
(B) Outlays, $11,000,000,000; 
(6) Agriculture (350) : 
Fiscal year 1982: 
(A) New budget authority, $5,400,000,000; 
(B) Outlays, $4,600,000,000; 
Fiscal year 1983: 
(A) New budget authority, $6,500,000,000; 
(B) Outlays, $4,700,000,000; 
Fiscal year 1984: 
(A) New budget authority, $5,500,000,000; 
(B) OUtlays, $4,900,000,000; 
(7) Commerce and Housing Credit (370): 
Fiscal year 1982: 
(A) New budget authority, $8,300,000,000; 
(B) Outlays, $4,800,000,000; 
Fiscal year 1983: 
(A) New budget authority, $5,300,000,000; 
{B) Outlays, $4,200,000,000; 
Fiscal year 1984: 
(A) New bUdJ!et authority, $5,900,000,000; 
(B) Outlays, $3,800,000,000; 
(8) Transportation (400): 
Fiscal year 1982: 
(A) New budget authority, $21,700,000,000; 
{B) Outlays, $21,000,000,000; 
Fiscal year 1983: 
(A) New budget authority, $21,000,000,000; 
(B) Outlays, $20,300,000,000; 
Fiscal year 1984: 
{A) New budget authority, $21,500,000,000; 
(B) Outlays, $20,300,000,000; 
(9) Community and .Regional Development 

(450): 
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Fiscal year 1982: 
(A) New budget authority, $7,000,000,000; 
(B) Outlays, $9,200,000,000; 
Fiscal year 1983: 
(A) New budget authority, $7,600,000,000; 
(B) Outlays, $7,900,000,000; 
Fiscal year 1984: 
(A) New budget authority, $7,900,000,000; 
(B) Outlays, $7,700,000,000; 
(10) Education, Training, Employment, 

and Social Services (500): 
Fiscal year 1982: 
(A) New budget authority, $26,800,000,000; 
(B) Outlays, $27,400,000,000; 
Fiscal year 1983: 
(A) New budget authority, $27,200,000,000; 
(B) Outlays, $26,900,000,000; 
Fiscal year 1984: 
(A) New budget authority, $26,400,000,000; 
(B) Outlays, $26,400,000,000; 
(11) Health (550): 
Fiscal year 1982: 
(A) New budget authority, $83,600,000,000; 
(B) Outlays, $73,400,000,000; 
Fiscal year 1983: 
(A) New budget authority, $91,700,000,000; 
(B) Outlays, $81,700,000,000; 
Fiscal year 1984: 
(A) New budget authority, $100,600,000,-

000; 
(B) Outlays, $89,800,000.000; 
(12) Income Security (600): 
~seal year 1982: 
(A) New budget authority, $263,900,000,-

000; 
(B) Outlays, $237,300,000,000; 
Fiscal year 1983: 
(A) New budget authority, $289,700,000,-

000; 
(B) Outlays, $255,600,000,000; 
Fiscal year 1984: 
(A) New budget authority, $310,600,000-

000; • 
(B) Outlays, $273 ,000,000,000; 
(13) Veterans Benefits and Services (700): 

Fiscal year 1982: 
(A) New bud~et authoritv. $24,500,000,000; 
·(B) OUtlays, $23·,900,000,000; 
Fiscal year 1983: 
(A) New bud~et authoritv. $25,800,000,000; 
(B) Outlays, $25,400,000,000; 
Fiscal year 1984: 
(A) New budget authorlt.y, $26,800,000,000; 
(B) Outlays, $26,300,000,000; 
(14) Administration of Justice (750): 
Fiscal year 1982 : 
(A) Ne.w budget authoritv, $4,300,000,000; 
(B) Outlays, $4,500,000,000; 
Fiscal year 1983: 
(A) New budget authority, $4,500,000,000; 
(B) Outlays. $4,500,000,000; 
Fiscal year 1984: _ 
(A) New budget authority, $4,700,000,000; 
(B) Outlays, $4,700,000,000; 
(15) General Government (800): 
Fiscal year 1982: 
(A) New bud~et authority, $5,000,000,000; 
(B) Outlays, $4,800,000,000; 
Fiscal year 1983: 
(A) New budget authority, $5,300,000,000; 
(B) Outlays. $5,100,000,000; 
Fiscal year 1984: 
.(A) New budge.t authority, $5,400,000,000; 
(B) Outlays, $5,400,000,000; 
(16) General Purpose Fiscal Assistance 

(850): 
Fiscal year 1982: 
(A) New budget authority, $6,400,000,000; 
(B) Outlays, $6,400,000,000; 
Fiscal year 1983: 
(A) New budget authority, $6,600,000,000; 
(B) Outlays, $6,600,000,000; 
Fiscal year 1984: 
(A) New budget authority, $7,000,000,000; 
(B) Outlays, $6,900,000,000;" 
On page 11, strike section l.(b) (18). 
On page 1.5, strike section 2.(a.) (18). 

Mr. MOYNIHAN. Mr. President, it is 
my understanding, and I believe this is 
the case, that the time in opposition to 
this amendment has been reduced from 
30 minutes to 15 minutes. Is that cor
rect? 

Mr. DOLE. That is correct. 
The PRESIDING OFFICER. That is 

correct. 
Mr. MOYNIHAN. Mr. President, may 

I observe without the slightest touch of 
satisfaction, that I am not surprised that 
the Members on the other side of the 
aisle wish to reduce their time, the time 
they have to defend themselves against 
this amendment. It is going to be an em
barrassing if not indeed an anguishing 
experience for them, and it is therefore 
not without a sense of their own interest 
that they decide to cut the duration in 
half. 

Mr. DOLE. Mr. President, will the Sen
ator yield? 

Mr. MOYNIHAN. I am happy to yield 
to my friend on his time. 

Mr. DOLE. That is right. 
Does the Senator wish to reduce it fur

ther? Is that it? 
Mr. MOYNIHAN. I am sure the dis

tinguished chairman of the Finance 
Committee wishes the subject would 
never have come up, and I have to say at 
the outset that it is certainly not his fault 
that it has. 

Mr. President, the occasion of this 
amendment arises from a vote in the 
Budget Committee on April 9 of this year 
to report the resolution. It appeared the 
work on the :first concurrent resolution 
had been completed, but three members 
of the majority looked at what they had 
done and found that they had proposed, 
and were about to vote for, a de:flcit of 
$63 billion in 1981, $54 billion in 1982, 
$52 billion in 1983, and $45 billion in 1984. 
A party that had made the balanced 
budget a center of their political rhetoric 
was suddenly proposing an indefinite ex
tension to that goal; whereupon, three 
critical members of the majority voted 
against the proposition and it failed. 

Mr. President, do I take it that the 
chairman of the Budget Committee is 
going to now have the remainder of this 
debate conducted by the chairman of the 
Finance Committee? Is that his desire? 

Mr. DOMENICI. The chairman of the 
Finance Committee expressed a willing
ness to be here in the Chamber in my 
absence. 

Mr. MOYNIHAN. When he returns; in 
the Senator's absence. 

Mr. DOMENICI. I will have a member 
of the Budget Committee here very soon. 

Mr. MOYNIHAN. May I say, as I said 
on that glum day, April 28, when the 
chairman was forced to present us with 
this document whereby a $45 million 
deficit in 1984 miraculously disappeared 
before the onslaught of the "savings to 
be proposed, reductions, waste, fraud, 
abuse, and rescissions," that it was not 
for me to press upon him at a moment 
of such patent embarrassment. I am 
happy that I shall be spared once again 
that necessity to a man I hold in such 
high regard. 

Mr. President, there is a simple issue 
before us in this matter. Are we to bal
ance the budget in 1984? Are we indeed 
to balance the budget ever? Is the budget 
process to become a vehicle for the 
transparent avoidance of fact? 

There is an elemental fact in that this 
budget is not balanced and in no pros
pect of being balanced, and we are about 
to vote a false, meretricious, and un
worthy set of revenue estimates which 
we know are not so; which three Mem
bers of the majority knowing not to be so 
felt required to vote against the result. 

Mr. President, the origins of this mat
ter must be understood. 

In the course of the last 4 years the 
Republican Party understandably-! 
bring no rancor to this proposition what
ever-embraced a set of economic prop
ositions which simply does not sustain 
analysis. They stated straight out that 
a 3-year, 10 percent per year, reduction 
in personal income taxes would be re
couped during the same period as those 
tax reductions by an increase in eco
nomic activity brought on by larger 
numbers of entrants into the work force, 
longer hours worked, and such matters 
as that. 

There is no economic data of any kind 
that would support this proposition. 

Some economic models will argue that 
somewhere between 20 and 30 percent of 
such a revenue reduction is recouped in 
the third year. No respectable practicing 
economist would say anything more. 

Yet the party committed itself to this 
proposition. 

As late as May 1980, in Flint, Mich., 
our President, whom we admire and so 
much support in the large purposes he 
has embarked upon, in a continued at
tachment to this doctrine said: 

We would use the increased revenues the 
Federal Government would get from this de
crease to rebuild our defense capab111ties. 

This is a President who truly believed 
there would flow more funds to the 
Treasury than had been reduced; that 
was his campaign. 

Earlier in the year, an opponent of his 
in the primary, the distinguished Repre
sentative from Illinois, John Anderson 
is quoted as saying: ' 

How do you balance a. budget, cut taxes, 
and increase the defenc;e spending at the 
same time? It is very simple. You do it with 
mirrors. 

Come September, a serious Presiden
tial campaign was underway. The candi
date of the Republican Party gave what 
to his sta.ff was called internally the 
mirrors speech. His effort to reconcile 
the obviously irreconcilable. And for the 
:first time we learned that there would not 
be this great refiow of revenues follow
ing these tax cuts and we learned that 
"through a comprehensive assault on 
waste and ine-fficiency," 2 percent would 
be trimmed off the 1981 budget, gradually 
increasing to 7 percent in 1985. In the 
meantime, there would be a balanced 
budget by 1983, a surplus in 1984, and so 
forth. 

Then came the election, the installa
tion of a transition team, and the seri- . 
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ous analysis of the data. And it became 
clear that nothing such as this was pos
sible. At that point, for the first time, be
cause the incoming administration felt 
committed to the tax proposals, we began 
to hear about spending reductions which 
had nothing whatever to do with the 2 
percent achievements of the deficiency 
and waste. Instead we learned of the 
reductions of 25 percent in education, 25 
percent in health, and elimination of 
mass transit oper~ting assistance. 

On Wednesday last, in the Finance 
Committee, far from going ba.ck to the 
Great Society, we tore a page out of the 
Social Security Act, a commitment of 
45 years to orphans in this country. Or
phans-not hyperbole. This is fact. Chil
dren placed in foster homes by State au
thorities have been entitled to have half 
of their maintenance paid by the Fed
eral Government. Out it went. This is not 
waste and inefficiency, these are 3-year
old children whom we can no longer af
ford to support. 

And why? Because of a mindless ad
herence to a doctrine of economics which 
no less a distinguished person than the 
Vice President of the United States de
scribed as voodoo economics. 

Mr. President, we can save ourselves 
from this and we can spare the majority 
the need to do something it does not want 
to do and say, "Let campaign bygones be 
bygones, but let us face economic facts." 

Last September 15, the Committee on 
Finance, by a 19-to-1 vote, reported out 
a tax bill which, as it happens, has al
most the identical impact in 1982 a.s the 
alternate bill contemplated in this reso
lution. It was a good tax bill. It was a 
supply side tax . bill by results. Half the 
money went to business institutions and 
investors, which they received in tax re
du~tions when they invested successfully, 
a.s m the case of capital gains. We had 
proved the power of a capital gains tax 
reduction the previous year by having 
made very small cuts; far from losing 
reyenue, we raised revenue. We found 
the tax was too high. We meant to go 
on cutting it. 

We proposed the first reduction in 
rates since President Kennedy's proposal 
in 1963. We proposed as well an end to 
the marriage penalty. Now, there is a 
supply. side tax cut for you. When you 
make 1t more rewarding for people to go 
to work than to stay home, you have 
added to the supply of labor. When you 
penalize a married couple for working 
~ou diminish it. It was a good bill, and 
1t was supported 19 to 1; every Republi
can Member voted for it, save one who, 
for general reasons, was not voting any 
tax reduction that year. 

Mr. President, the purpose of my 
amendment, very simply, is to include 
in the budget revenue assumptions that 
are based upon a tax b111 similar in pur
pose and effect to the one adopted last 
year by the Finance Committee. It would 
not dictate the terms. Nobody could dic
tate ~uch terms in a budget resolution. 
But It assumes the general impact on 
investment and savings that was as-

sumed in that tax bill. It would balance 
the budget and give us a surplus in 1984. 

We would break out of this seeming 
incapacity, which, in the end, reflects 
an incapacity of the Government itself 
to keep its books in balance. 

Mr. President, I hope this amendment 
will find approval. 

My distinguished friend and cosponsor 
from New Jersey (Mr. BRADLEY) is on the 
floor. Seeing as yet no desire on the op
posing side to say a word in opposition 
to that which they know ought not to be 
opposed, I yield to the Senator from New 
Jersey. 

Mr. BRADLEY. Mr. President, I thank 
my colleague from New York for yielding 
and also for his amendment. Because, 
Mr. President, what this amendment does 
is to resolve the basic ambivalence that 
has characterized the President's pro
gram from the beginning. This budget 
is a perfect example of that ambivalence. 

On the one hand, Mr. President, we 
have an economic theory that believes 
cuts and marginal tax rates will spur 
growth unheard of in this country be
fore. On the other hand, Mr. President, 
we have a belief that says, in order to 
pay for our tax cuts, we have to cut the 
budget first. Mr. President, this is the 
difference between the new Republican
ism and the old Republicanism. 

Now, what we try to do in this amend
ment is simply say that if, on the one 
hand, you believe a reduction in margin
al tax rates is going to dramatically in
crease revenues, who do we not be hon
est about it and why do we not eliminate 
all tax expenditures and reduce that 
marginal tax rate down to 20 percent? 

Mr. President, that is not what the 
administration proposes to do. They pro
pose to gradually ease us into a 30-per
cent reduction over 3 years that is pro
vided for in this budget, which, com
bined with the level of nondefense 
spending cuts and defense increases, will 
insure this country continued stagfla
tion for the next 3 to 4 years. 

So what I am suggesting here is that 
we be honest about this process. The 
Senator from New York knows, the Sen
ator from Nebraska knows, and the Sen
ator from South Carolina knows, as we 
have all seen the reports in the news
papers. The administration now, after 
winning a budget battle, has developed 
some :fiexibility on the tax issue, which 
means, Mr. President, that even the ad
ministration knows that GEORGE BusH 
was right when he characterized it, as 
the Senator said, as voodoo economics 
and it will eventually come around to 
that realization. 

So what this amendment says, Mr. 
President, is let us not play the game 
down the road for 2 years. Let us admit 
at this point that we are going to have 
a 1-year tax cut along the lines, perhaps, 
that the administration wants. This 
amendment allows for the full amount 
that the administration would want in 
tax cuts for fiscal year 1982. It does not 
cut that figure. It gives the President a 
chance to see if, indeed, when people get 

that extra $200 in their pockets they are 
going to go straight to the savings and 
loans and put it in or straight to the sav
ings banks or perhaps the money market. 

But, Mr. President, on the possible 
chance that they are going to spend that 
money and, therefore, generate excess 
inflation, why must we, in this budget 
resolution, commit ourselves to a 3-year 
tax cut instead of a 1-year tax cut that 
has effects over the next couple of years 
in revenue losses? 

Mr. President, this is a very simple 
amendment. It is one that I think even 
the administration will come to appre
ciate in the coming months when they 
find nowhere near that savings response 
from tax cuts, when they find higher in
terest rates going even higher, because of 
an enactment of a tax cut in these times 
and because, Mr. President, inflation will 
continue to rise for reasons that I will 
not get into in this amendment, related 
largely to the fact that when you raise 
the interest rate you get enormous sums 
of money :fiowing into this country from 
abroad and thereby increasing our money 
supply and making the use of monetary 
policy as the sole weapon against in:fia
tion fruitless. 

Mr. President, I am pleased that the 
Senator from New York has offered this 
amendment. I join him as an original co
sponsor. I think it is a very clear chal
lenge to the type of tax approach that 
has been taken by the administration. I 
think it resolves rthe ambivalP-<nce be
tween those old Republicans who say, 
"Cut the budg~t before you can have a 
tax cut." and the new Republicans who 
say, "The feedback effect is dramatic 
and growth will ensue and we will have 
enormous revenues flowing." 

Mr. President, I compliment the Sen
ator on his amendment. I am pleased to 
join him. Again, I simply reiterate that 
this is a 1-year tax cut. When has the 
Senate enacted 3-year tax cuts in budget 
res.olutions? It has not happened, Mr. 
President. 

We are saying, let us ~proach this tax 
cut and t!his budget resolutlion as we have 
in the past, giving opp:>-rtunity for varia
tions as the economy shifts. 

M1-. President, I am pleased to join 
with my colle,<:tgue and urge support of 
the Moynihan-Bradley amendment. 

Mr. MOYNIHAN. Mr. Pre&id'ent, I ob
serve there is still no Member of the 
majority p:1rty rising to defend the in
defensible. I take that to be a go·od s~gn 
for the long-run hea.I,th of this budget 
proce·&s. This spurious, contrlvcd re
sult~this claim to a balanced budget in 
1984---ds indef·:msi1ble and it is not being 
defended. 

Mr. Presid~nt, so t!hart history might 
know what I am talkin·g about, I ask 
unanimous consent to have printed in the 
RECORD at this point the mimeographed 
summary of additions that was contrived 
on April 28, 1981, to produce this bal
anced budget. 

There being no objection, the table 
was ordered to be printed in the REcORD, 
as follows: 
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BUDGET SUMMARY-CHANGES ADOPTED BY THE BUDGET COMMITTEE AFTER APR. 9 VOTE 

[In billions of dollars) 

Fiscal year H82 Fiscal year 1983 Fiscal year 1984 Fiscal year 1982 Fiscal year 1983 Fiscal year 1984 ----
Budget Budget Budget Budget Budget Budget 

au- au- au- au- au- au-
thority Outlays thority Outlays thority Outlays thority Outlays thority Outlays thority Outlays 

Totals rejected by the committee on Apr. 9. 775. 0 704.1 842. 9 I 762. 0 903. 3 815.4 Savings as a result of increased efforts 
to reduce waste, fraud, and abuse 
(to be spread to appropriate func-

Proposed changes: 
Accept administration commitment to 

hold down defense outlays 2............... -5.1 -----·-· -2.1 -------- tions)•------------------------------------------ -8.1 -7.2 -8.7 
Savings as a result of increased efforts 

-7.7 -7.4 

to achieve rescissions s e___________________________ -5.0 -5.0 -5.0 
Additional savings to be proposedH __________________ -15.3 -15.3 -22.7 

-5.0 
40 percent absorption of defense pay 

raise costs (similar to absorption 
already assumed for other agen· 
cies)a •• ·-·---------------------······-·-····-··· -1.9 -1.9 -1.9 -1.9 

-22.7 

Total spending___________________ 775. 0 699. 0 812.6 730. 5 865. 0 
Revenues·------------------------------------- 65J. 3 -------- 709.1 -------
Deficit(-) or surplus<+>-------·-------------- -48.7 -------- -21.4 --------

770.7 
770.7 

0 

1 Adjusted to correct for small" error in veterans program outlays in the table used by the commit
tee on Apr. 9. 

2 Use the OM B estimate of defense outlays, which predict lower fuel prices and lower spend-out 
rates t'lan do the CBO defense assumptions originally used by the committee. 

4 Require a reduction of 1 percent in approp~iated funds in fiscal years 1983 and 1984 through 
additional, unspecified decreases in waste, fraud, and abuse. 

s Resurrect function 92\l, allowances, including in it: (1) savine.s resultin~ from changes in 
c~ngressional review of administration re>cission proposals (requiring a 2-House resolution of 
d1sap~roval t~ _deny, ra~her than the curre 1t requirement ~or.congressional a'firmation), (2) un
specified add1t10nal savmgs to be proposed :these are to ellmmate nearly half the 1984 deficit). 

a Increase to 40 percent the Defense Department's rate of "absorption" of future pay raise costs 
(referring to that portion of DOD funds drawn from other areas, and not specifically provided by 
congressional appropriation for pay increases. e Will be assigned to function 92J, allowances. 

Mr. MOYNIHAN. Mr. President, still 
no one appears in opposition. 

I see the distinguished manager of the 
legislation rising. I observe that he does 
so with a quizzical air, that capacity 
having fallen to him. I am happy to 
yield to the Senator. 

Mr. GORTON. Mr. President, the dis
tinguished and eloquent Senator from 
New York labors under the misappre
hension that the majority requested only 
15 minutes to debate this issue because 
it did not want one to speak any longer 
when, in fact, it does not need 15 min
utes in order to set out the reasons for 
rejecting the amendment, as I fondly 
believe it will be rejected, in a way which 
is totally logical and persuasive to all 
who will listen. 

The amendment of the Senator from 
New York curiously enough accepts all 
of the economic assumptions of the 
Budget Committee as well as those of the 
President, except for the key one that 
the growth in productivity which would 
result from the passage of the Presi
dent's program was at least as much 
based upon a very substantial3-year tax 
cut as it is upon balancing the budget 
and cutting Federal expenditures. 

In fact, if we were to accept the posi
tion of the Senator from New York I am 
convinced that economic recovery ~ould 
be far slower, and that the promises 
which he here makes even as to a bal
anced budget would not in fact take 
place. 

Why is that the case? It is the case 
simply because the proposal by which 
he proposes to limit the authority of the 
Fina~ce ~ommittee in considering re
ductiOns m tax rates is simply not a tax 
cut at all. 

He proposes only a 1-year tax cut 
even though we have had more than 2 
years of inflation-induced tax increases 
since the last change in our tax system 
in 1978. In fact, between fiscal year 1981 
and fiscal year 1984, individual income 
tax collections would increase 51 per
cent under the proposal made by the 
Senator from New York. 

This is not a tax reduction at all but 
simply a slight reduction in the rate of 
increase in taxation. It balances the 
budget only by increasing the taxes on 
the already overtaxed citizens of the 
United States of America. 

There is, however, a far more impor
tant reason for rejecting the proposal 
by the Senator from New York. That is 
simply that, by rejecting this amend
ment, every single element in his pro
posal for a tax cut is still before the 
Committee on Finance. If he can per
suade the Finance COmmittee to report 
the 1980 bill, it will be reported and will 
be before us. What he proposes to do, 
however, is to limit the Finance Com
mittee essentially to the consideration 
of one set of proposals before there has 
been any real opportunity either in the 
Finance Committee or on the fioor of 
this body to consider Kemp-Roth pro
posals or any other set of proposals on 
the same side. 

Mr. MOYNIHAN. Will the distin
guished Senator yield at this point for a 
question? 

Mr. GORTON. Since I have such a 
short amount of time and have to yield 
to others. I would prefer to finish my 
statement and, if I have time remaining, 
I will yield to the Senator from New 
York. 

It seems to me vitally important to 
a1low the Finance Committee, of which 
the Senator from New York is a mem
ber and I am not, to make the determi
nation as to whether it wishes a 3-year 
tax cut precisely in the form of Kemp
Roth, in some other form, or a lesser cut 
for 2 years or for 1 year. 

Only by rejecting the proposal of the 
Senator from New York will the Finance 
Committee ·truly have that opportunity. 

At this point I yield 5 minutes to the 
Senator from Louisiana. 

Mr. LONG. Mr. President, I may not 
use 5 minutes. 

Mr. MOYNIHAN. Will the Senator 
yield to me to make a commenlt. on a 
statement made by ·the Senator from 
Washington? 

Mr. LONG. I yield from my time. 
Mr. MOYNIHAN. With the greatest re

spect for my friend from Washington, 
Mr. President, I have repealtedly stated 
on this floor that these numbers do not 
in any way comm1t committees to specific 
programs. The greatest point that he 
brought forth for rejecting this matter 
seems to be no point at all. 

As I have stated repeatedly, my amend
ment leaves the Finance Committee free 
to draft any kind of legislation it wishes 
as long as it remains wi1thin the amount 

of $52.1 billion. But I say to you, Mr. 
President, before this year is over we will 
draft the kind of bill we drafted last 
year, and the administration will be re
lieved to suppo·rt it because they know 
the er..onomics argument is in its favor, 
just as they know their earlier proposi
tions, through no fault of their own
they are not economists--have been re
jected by the persons they now turn to 
for ·advice. They have turned 'to responsi
ble people in the administration and 
those responsible persons are tied up. 
They know what they have heard about 
the 3-year bill was not so. It was not 
viable. They will be happy to have us save 
them from their own situation. I, for 
one, will be happy to join them; for 
while we are ditferent parties we ·are one 
Nation. I thank the Senator for yielding. 

Mr. LONG. Mr. President, I voted for 
everything that was in the Finance Com
mittee bill last year and I see no reason 
why I could not vote for everything that 
is in that bill again this year, and why I 
could not vote for that bill. I believe 
the bill is better targeted in ways calcu
lated to get a production response than 
is the so-called Kemp-Roth suggestion. 

But, Mr. President, we owe i•t, in my 
judgment,'to the new President and his 
administration to see that they have the 
opportunity to make their case just as 
those of us who might want to otfer some 
alternative suggestions ought to have the 
opportunity to make our case. 

The Budget Committee and the budget 
process, Mr. President, is not a line item 
process. It was never intended to be that 
and we should n·ot make it that. 

The Finance Committee, under the 
able leadership of the distinguished sen
ior Senator from Kansas, starting this 
week will commence hearings on the ad
ministration proposal, but the chairman 
of that committee has stated that those 
of us who have other suggestions will 
have the ·opportunity to ·otfer them. 

Mr. President, those of us in the mi
nority would be very poorly advised to 
try to dictate to this Senate an answer 
that would mean that those on the ma
j'ori ty side of the ais·le cannot have their 
proposals considered, because it invites 
a similar mind set from the other side. 

We are in the minority, not the 
majority. 

Mr. President, while I will have a lot 
of suggestions I would like to make, I 
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would point out that we. sho~d tr~ to 
work as we did last year, m a bipartisan 
fashion to consider the best that ~very 
senator has to offer. That committee, 
after hearings, should report out the best 
combined thinking of all Senator~, hav
ing given an openminded and fair con
sideration to whatever one has to 
suggest, including, Mr. ~resident, the 
suggestions of the President of the 
United States. 

This amendment would preclude that. 
It may very well be that we shou~d re
port a smaller tax cut. 'IIhe chairman 
of the Finance COmmittee has stated 
that as far as he is concerned he is not 
wedded to a figure ·and he is not wedded 
to a particular legislative approach. He 
wants everyone's suggestions considered. 
t think we ought to leave it that way, 
Mr. President. I hope that we will, be
cause to do otherwise would be to deny 
the President of the United States, who 
has tremendous backing from the Amer
ican people at this point in hi~ tory, the 
opportunity to have his suggestions fully 
considered. They should be. 

Those of us who have some thought
ful addendums or some changes we 
would like to suggest have been invited 
to make our suggestions by no less a per
son than the President himself. 

we ought to leave the door open so 
that it can all be considered. 

The majority in mangaging this bill 
have not insisted on trying to commit 
the minority to the Kemp-Roth pro
posal and, by the same token, . I hope 
the Senate will not try to commit those 
who support the President's position to 
any other answer until we have followed 
the orderly legislative process. 

The House has not even sent us the 
bill yet. Under the Constitution, or at 
least under the way the House construes 
the Constitution, we have no privilege 
to send out a revenue bill until they send 
us one. 

Under all circumstances, Mr. Presi
dent, I hope that Senators will exercise 
tolerance from the point of view of one 
another, give the committee a chance to 
hold its hearings and consider the sug
gestions of the best minds that America 
has to offer, and then, when we have 
had our hearings and a chance to con
sider all suggestions available to us, in
cluding those of the media, that we then 
proceed to thoughtfully put together a 
bill that fairly represents the combined 
thinking of those, first, on the commit
tee and those in the Senate itself, mak
ing no mistake in doing it. 

I hope, Mr. President, that we will stop 
this thing of trying to commit the Sen
ate to one legislative answer or another 
before we have given consideration to 
the best thoughts of all those men and 
women of go:>d will who are trying to 
advance the national interest, and giv
ing them the opportuntiy to have their 
suggestions considered. 

I therefore hope the amendment 1s 
not agreed to. 

Mr. GORTON. Mr. President, I yield 
1 minute to the Senator from Oklahoma 
and the balance ot my time to the Sen
ator from Kansas. 

Mr. BOREN. Mr. President, I shall 
just briefiy add my voice to that of the 

\Senator from Louisiana and the re
marks which I am sure will follow by 
the Senator from Kansas and urge fel
low Members to defeat this amendment. 
The President of the United States is 
entitled to a chance to present his pro
gram and, by agreeing to make room in 
the budget resolution for the tax cut 
which he has proposed, we are in no way 
tying the hands of the Senate. 

I think there have been some pro
posals made by my colleagues which I 
could recommend. I hope that the ulti
mate tax legislation will include a num
ber of those proposals. At the same time, 
I think if there were ever a time when 
our country needed a spirit of biparti
sanshiP-when, as the Senator from 
Louisiana said, we bring together the 
best thinking that we can muster from 
throughout the whole country, that we 
carefully consider what we are doing, 
that we prove ourselves to be the great
est deliberative body in the world by 
carefully considering all of the possible 
proposals-that time is now. I urge that 
the Committee on Finance be given that 
opportunity without tying his hands 
now. 

The PRESIDING OFFICER. The 
Senator from Kansas is recognized. 

Mr. DOLE. Mr. President, is there a 
minuteor2? 

The PRESIDING OFFICER. There ue 
3 minutes, 55 sec·onds remaining. 

Mr. DOLE. Mr. President, I shall just 
take a minute or two of that time, be
cause I think we discussed this same gen
eral propo'S'ition yesterday for 3 hours 
and 39 minutes. The results were satis
factory. 

Mr. President, the Senator from New 
York proposes t·o change the revenue 
figure in the pending resolution to ac
commodate a tax cut comparable to that 
approved by the Finance Committee last 
year, ra.ther than the tax cut proposed 
by President Reagan. Adopting the 
Moynihan amendment would cause only 
a slight change in the revenue level for 
fiscal year 1982, but it would result in a 
significantly smaller tax reduction in 
the ·outyears. In other words, the Moyni
han amendment would project a signif
icantly higher tax burden in the out
years. 

Mr. President, the resolution we are 
considering is directed to ftsc·al year 1982, 
and the numbers that really count are 
those that pertain to 1982. Nevertheless, 
I hope my colleagues will not accept the 
premise underlying the Moynihan 
amendment. Senator MoYNIHAN argues 
that a smaller tax reduction in the com
ing years is more likely to be good for 
the economy and lea.d to a balanced 
budget. That is just not a realistic 
argument. 

I would not quarrel with the specific 
tax propos'als underlying the Moynihan 
amendment. As the Senator points out, 
they were approved by the Finance COm
mittee last year. Some of these provisions 
may in fact be approved this year or 
next. But whether that is so or not, the 
main point is the size of the tax reduction 
we will need to insure a stable, growing 
economy over the next few years. The 
Moynihan 'amendment simply does not 
give adequate consideration to the tax 
increases built into the budget already. 

Mr. President, the Senator from New 
York assumes that less tax reduction 1n 
future years will bring the budget in bal
ance srooner. The Senator does not take 
into consideration the fact that higher 
tax rates may mean slower growth, and 
less revenue to balance the budget. This 
is not the direction the American people 
want us to take. 

In sum, Mr. President, I believe this 
amendment merely confuses the issues, 
and does nothing to improve the pending 
resolution. I urge its rejection. 

Mr. President, I suggest that theSe~
ate Committee on Finance is a responsi
ble committee. The chairman of that 
committee is open to suggestions from 
the Senator from New York, the Sena
tor from New Jersey, the Senator from 
Louisiana, the Senator from Oklahoma, 
and others. I do not quarrel with t~e 
Senator from New York for offering his 
amendment. I think he feels strongly 
about it. It does, in most respects, indi
cate the good work he did last year in 
the Senate Finance Committee. But this 
is another year, with another adminis
tration and other changes. 

Mr. President, that does not suggest 
that we may not come up with some 
consensus in the Senate Committee on 
Finance that would satisfy, almost com
pletely, the Senator from New York. 
That is flexibility. That is the word that 
the Sena.tor from South Carolina likes 
so well, "ftexibilirty." 

As I indicated yesterday, I have great 
respect for the Budget Committee. I 
have great respect for the Finance Com
mittee. I am not yet willing to surrender 

1 and become a chairman of a subcom
mittee of the Budget Committee. Mr. 
President, I hope we can reject this 
amendment. We start hearings tomor
row-everyone is invited-at 10:30 a.m. 
Treasury Secretary Donald Regan will 
present the administration's point of 
view. Then we shall proceed from there. 

I thank my colleague for raising this 
question. It is a chance to focus on tax 
cuts. The American people want us to 
focus on tax reductions. I think the Sen
ator has done a great service. I hope he 
will lose, but I think that people will rec
ognize what a contribution it was. 

Mr. MOYNIHAN. Mr. President, it is 
one thing to be courteous; it is alto
gether another to be disarming, and this 
is a time when the Senator from Kansas 
verges on the disarming. It has not been 
formally ruled out of order in this 
Chamber, but the time to consider it 
may be at hand. 

Mr. President, I am not talking about 
taxes. I am talking about a balanced 
budget. The Budget Committee has sent 
us a spurious document. The integrity of 
the process is at issue. The three Repub~ 
lican members of the committee who 
voted "no" on April 9 knew why they 
were doing so. They knew they were be
ing asked to approve an endless series 
of deficits. 

Mr. President, the Senate told the 
American people in this Chamber, on 
the resolution of the senior Senator 
from Virginia, that we would balance 
the budget in the current fiscal year. 
The time has come to do so. If you do 
not want to vote for balancing the 
budget, vote for the unbalanced budget 
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before us. But I wish it to be known that 
I think the American people are genu
inely entitled to such an effort. 

Those of us who thought we under
stood economics 20 years a.go ~t least 
knew that if you ran deficits .m some 
years you had to run balancmg sur
pluse~ in others. We said so .. somehow 
the idea got lost in the e!lsum~ years, 
but it is still valid. There 1s an Issue. of 
integrity here, and the i~ea of argumg 
that matter in the opposite betroys the 
issue. 

Mr. President, it is not a questi_on of 
giving the President an opport~Ity to 
have his program, it is a q?est10n of 
freeing the President from an ID;ane eco
nomic proposition whic.h got picked up 
in the political wars of the last 5 years 
and now hounds him into the -yery cen
ter of his Government. None of 1t do peo
ple believe in any longer. 

Free stockman. Free Regan. Let the 
secretary do his work in the way a pro
fessional and seriously committed ma.n 
would do. 

Acknowledge Weidenbaum and t~e 
fact that economics, if not an exact sci
ence, is nonetheless a disciplin~ and a 
profoundly professional professiOn-en 
honorable profession, where men and 
women will not say things they do not 
think to be so. . . 

we can free up this whole suspici?US 
atmosphere by simply acknowledgmg 
tho problem to be solved. We can balance 
the budget in 1984; but only by adopting 
the reasona.ble revenue measure I ~m 
suggesting-certainly not by supportmg 
the committee's spurious recommenda
tion. 

Once again, those who speak. of t~e 
faith the American people have m their 
Government ought to recognize that 
some measure of that confidence is go
ing to be voted on in a.bout 3 minutes 
here. can we not free ourselves fr~m 
a temporary aberration not very far dis
tant from the free coinage of silver as 
a solution to the problem of agriculture 
in North Dakota? Countries go through 
that. But they get over it. The mark of 
a mature and competent and capable 
country, which ours is, is that when a 
slogan ha.s served its political usefulness, 
they do not carry it forward to economic 
catastrophe. T.hat is what is at issue. 

Mr. President, we need supply side tax 
cuts, not to raise our savings rate from 
5 to 6 percent, but 'to the 20-percent sa.v
ings rate we need in this country. We 
need as well a similar increase in the in
vestment rate, not just replacement of 
a worn-out capital, but actual new addi
tions to it. We are on the way to becom
ing a marginal economy if we do not in
vest and we will not invest by increasing 
our spending. 

In conclusion, Mr. President, I repeat 
the remarks of one of the most distin
guished economists in our time, a man 
acknowledged by his profession to be 
among its leaders. 

He was recently talking to a group of 
business executives about productivity 
and the issue of this tax cut proposal 
came up. He said to them: 

them, do you think that you would have 
resolved your problem simply by ra.ls1ng 
thelr pay? 

No, we have to have supply side tax 
reductions measured by results. When 
you have invested, you get a more ra?id 
depreciation. When you have capital 
gains, when there has been inv~stment 
which has successfully returned mcom~. 
you get a higher rate of return. That IS 
what supply side economics is about. 
Just because of the adherence to this 
effective folly of the last 5 years-effec
tive because it worked-let us not turn 
a campaign tactic into a Governme~t 
doctrine to the detriment of all responsi
ble parties who know it will not work. 

Mr. President, I have made my case. I 
observe, once again, that save for the 
gallant and forthcoming Senator from 
Washington, not a member of the party 
opposite is here. Not one of them is here, 
because ·.hey know I am telling the truth 
and the truth embarrasses them. The 
truth could liberate them. The truth 
could set them free. 

The Senator from Maine has arrived, 
but I suggest he comes to listen, not to 
speak. They dare not speak. '!hey are 
silent in the face of the obvious fact that 
a spurious document is before us which 
we are asked solemnly to adhere to. 

One last point, Mr. President. The 
name of patriotism has been brought up 
in the sense that we must give the Pres
ident's program an opportunity. Of 
course we must, and shall and do and 
are. We have approved the moot extraor
dinary spending cuts in the history of 
this Republic. But this is the first budget 
resolution. If, by July, you can find one 
member of the Council of Economic Ad
visers who will send me a letter repeat
ing the proposition that the decreases 
in taxation will produce similar in
creases in revenue-that we can balance 
the budget, avoid any serious spending 
cuts, and increase defense spending-! 
promise to vote for the budget. If one 
member of the Council will send such a 
letter repeating the doctrines of the 
campaign, I will support it. 

I doubt that they will. I thank the 
chairman for his patience and courtesy 
throughout and I put the matter to the 
judgment of my peers. 

The PRESIDING OFFICER. The time 
of the Senator from New York has 
expired. 

The Senator from Kansas has 1 minute 
and 40 seconds. 

Mr. DOLE. I yield back the remainder 
of my time. 

The PRESIDING OFFICER. The time 
has been yielded back. The question is on 
agreeing to the amendment. 

Mr. DOLE. Mr. President, a parliamen
tary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. DOLE. Is the agreement that the 
Senator from New Hampshire now has 
30 minutes, or will that follow the vote? 

The PRESIDING OFFICER. After the 
vote is concluded on this amendment. 

Mr. MOYNIHAN. Mr. President, have 
the yeas and nays been ordered? Gentlemen, may I ask you, if you found E Th 

that your sales force were somehow not pro- The PRESIDING OFFIC R. ey 
ducing what you hoped for and needed rrom have not been ordered. 

Mr. MOYNIHAN. I ask for the yeas 
and nays. 

The PRESIDING OFFICER. Is there a 
sufficient second? There is a sufficient 
second. . 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The ques

tion is on agreeing to the amendment of 
the Senator from New York <UP No. 88). 
On this question the yeas and nays have 
been ordered, and the clerk will call the 
roll. 

The legislative clerk called the roll. 
Mr. STEVENS. I announce that the 

Senator from Tennessee <Mr. BAKER) and 
the Senator from Maryland <Mr. MA
THIAS) are necessarily absent. 

Mr. CRANSTON. I announce that the 
Senator from Nevada (Mr. CANNON) is 
necessarily absent. 

The PRESIDING OFFICER. Are there 
any other Senators in the Chamber who 
have not voted and who wish to vote? 

The result was announced-yeas 34, 
nays 63, as follows: 

(Rollcall Vote No. 107 Leg.] 
YEA8-34 

Ba.ucu. Exon 
Biden Ford 
Bradley Glenn 
Bumpers Hart 
Burdick Inouye 
Byt'd, Robert C. Joa.ckso'DJ 
Chiles Kennedy 
Cranston Leahy 
DeConcinl Levin 
Dixon Matsunaga. 
Dodd Metzenbaum 
Eagleton Mitchiell 

Abd:nor 
Andrews 
Armstrong 
Bentsen 
Boren 
Boschwitz 
Byrd, 

Harry F., Jr. 
Chafee 
Cochran 
Cohen 
D'Ama.to 
Danforth 
Denton 
Do~e 
Domendci 
Duren berger 
East 
Gam 
Goldwater 
Gorton 
Gra.ssley 

NAYB-63 
Hatch 
Hatfield 
Hawkins 
Ha.yoakawa 
Heflin 
Hetn'Z 
Helms 
Hollings 
Huddleston 
Humphrey 
Jepsen 
Johnston 
Kassebaum 
Kasten 
Laxalt 
Long 
Lugar 
Mattingly 
McClure 
Melcher 
Murkowsk1 
Nickles 

Moy·niha.n 
Nunn 
Pel! 
Ramldolph 
Riegle 
sa.rba.nes 
Sasser 
Tsonga.s 
Weicker 
WUlLams 

Packwood 
Percy 
Pressler 
Proxmire 
Pryor 
Quayle 
Roth 
Rudman 
Schmitt 
Simpson 
Specter 
Stafford 
Stennis 
stevens 
Symms 
Thurmond 
Tower 
W61lop 
W&rner 
ZorinSky 

NOT VOTING-3 
Baker cannon Mathl.a.s 

So Mr. MOYNIHAN'S amendment (UP 
No. 88) was rejected. 

Mr. DOLE. Mr. Presid~nt, I move to 
reconsider the vote by which the amend
ment was rejected. 

Mr. DOMENICI. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. -

Mr D'AMATO. Mr. President, I pub
licly .commend my colleagues in the 
House of Representatives for their over
whelming support of President Reagan's 
budget. Unfortunately the House budget 
has assumed an accelerated phase out of 
mass transit operating subsid~es by re
ducing fiscal year 1982 spendmg by 15 
percent. 

On April 14, 1981,1 chaired a hearing of 
the Transportation Subcommittee of the 
senate Appropriations Committee on the 
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problems facing mass transit. At this 
hearing in New York City we heard from 
representatives of the business commu
nity, leaders of the community groups, 
and transportation agencies. 

Mr. Ronis, who operates the transit 
system in the city of Cleveland and is also 
the president of the American Public 
Tra.nsportation Association, forecast an 
increased 50 percent in fares in Cleveland 
if the operating subsidy is cut, which will 
drive down ridership by approximately 
50,000 rides per day. This loss of ridership 
will snowball with more people reverting 
to cars, buying more gasoline and in the 
long run the city will lose jobs. 

Mr. President, the overwhelming evi
dence is that operating subsidies are the 
lifeblood of mass transit systems. These 
systems are an absolute necessity if urban 
areas not only in the northeast, but in the 
rest of the country are to survive. 

I think it is important that the ques
tion with respect to what the Senate com
mittee's specific charges are to be reiter
ated, and I reiterate my concern and ask 
Chairman DoMENICI whether the budget 
resolution specifically instructs the com
mittees of the Senate to phase out pro
grams on specific dates or whether or not 
it leaves that to the discretion of the spe
ci1ic committee and sets spending levels 
and targets? 

Mr. DOMENICI. Mr. President, I have 
no difficulty answering that question. 
There is nothing in the budget resolution 
in the function on transportation where
by this resolution mandates phasing any 
aspect of the transportation out by any 
date certain. There is both reconciliation 
and a target. They both require the re
duction of current law expenditures by 
the appropriate authorizing committees, 
and it is up to them as to how they spend 
those targeted numbers. 

Mr. MOYNIHAN. Mr. President, on 
April 2, 1981, my distinguished colleague 
from the State of New York <Mr. 
D'AMATO), the distinguished chairman of 
the Budget Committee, Mr. DOMENICI, 
and I engaged in a colloquy concerning 
the effect, if any, the revised second con
current resolution on the budget for 1981 
might have on the continuation of mass 
transit operating assistance. At that time 
I pointed out that the Budget Committee 
had included on page 66 of its report in 
the section having to do with the c~m
mittee on Banking, Housing, and Urban 
Affairs, the statement: 

The committee agrees with the Senate 
Banking Committee's recommendation that 
that committee be given the broadest tlexi
b111ty to review the issue of Federal assistance 
to mass transit. 

This language had been included in the 
Budget Committee's report as a result of 
a letter from the chairman and ranlting 
minority member of the Banking Com
mittee in which it was suggested that 
such flexibility was desirable. 

I the~ had the following exchange with 
the chairman of the Budget Committee. 
Referring to the statement on page 66: 

Mr. MOYNIHAN. • • • 
By that statement we intended to say 

that we leave open and do not foreclose the 
question o! operating subsidies !or fiscal 1983 

and thereafter. wm the chairman agree with 
that statement? 

Mr. DoMENICI. Mr. President, the Senator 
is absolutely correct with reference to the 
committee report. It was at his request that 
that language was included. The question 
is open for 1983 in outyears, but it is open 
only to the extent that I have heretofore 
described. The committee that the distin
guished junior Senator !rom New York serves 
on has a number of programs that are within 
its authorizing jurisdiction. Certainly it is 
not only mass transit. 

And to the extent that the Banking Com
mittee, with reference to Eximbank, com
munity development, UDAG, mass transit, 
capital improvements !or mass transit, and a 
host of other authorizing authorities already 
in existence and !rom whence appropriations 
are forthcoming, they have the greatest tlexi
blllty among those programs that they have 
that kind of authority over to decide which 
authorizations they cut and how much in 
arriving at the reduction figure that the 
reconclllatlon instruction imposes on them. 

. Mr. President, our purpose here today 
1s to reaffirm that the action taken by 
this body in its revised second concurrent 
budget resolution for fiscal vear 1981 and 
the action taken now in this first budget 
reso~ution for fiscal year 1982 in no way 
reqmre the phaseout of mass transit op
erating assistance either in :fiscal year 
1982 or in the later years. I am delighted 
that the distinguished chairman of the 
Budget Committee has agreed with me 
that we have taken no action that fore
closes the continuation of operating as
sistance in fiscal year 1982 or thereafter. 

Finally, Mr. President, I wish to say a 
few words about mass transit. The Re
publican platform states that-

Mass transportation offers the prospect for 
significant energy conservation. In addition, 
both management and labor agree that ease 
of access to the workplace is an important 
factor in employment decisions and indus
trial plant location. Lack of adequate access 
is a major reason why businesses have moved 
out of crowded urban areas, resulting in 
lower tax bases for cities. To encourage ex
isting businesses to remain in urban centers 
and to attract new businesses to urban areas, 
it is vital that adequate public and private 
transportation faclllties be provided. 

But now we find that the administra
tion is saying that-

. . . . there is no reason for someone in 
Sioux Falls to pay federal taxes so that 
someone in Los Angeles can get to work on 
time by public transportation. 

Mr. President, we are one Nation with 
different needs but a common co~cem 
and a shared future and a shared energy 
crisis. How can we have economic re
vitalization without making it possible 
for people to get to work? I do not think 
that is what Americans were voting for 
last fall. And I will work to see that the 
Banking Committee keeps mass transit 
assistance. 

Mr. President, I ask unanimous con
sent that a letter dated March 13, 1981, 
fr?m the chairman of the Banking Com
mittee, Mr. GARN, and the ranking mi
nority member, Mr. WILLIAMS to the 
chairman of the Budget Committee, Mr. 
DOMENI.CI, be printed in the RECORD. 

There being no objection, the letter 
was ordered to be printed in the RECORD, 
as follows: 

COMMlTTEE ON BANKING, HOUSING, 
AND URBAN AFFAIRS, 

Washington, D.O., March 13, 1981. 
PETE V. DOMENICI, 
Chairman Committee on the Budget, 
U.S. Senate, 
Washington, D.C. 

DEAR MR. CHAmMAN: In response to re
quirements of Section 301 (c) of the Congres
sional Budget Act, the Committee on Bank
ing, Housing, and Urban Affairs, herein trans
mits its views on budget issues affecting pro
grams within the Committee's jurisdiction. 

The Committee intends to take specific ac
tions to further the President's goals of 
streamllning the operations of Federal pro
grams, and of sharply improving the control 
over Federal spending. In support of these 
objectives, the Committee shall effect anum
ber of program revisions as well as reduc
tions in program and spending activity. How
ever, as you are aware, the President has 
submitted his revised budget for FY 1982 
only within the last few days. Underlying 
substantive legislation, and necessary sup
portive data on each of the proposed budg
etary actions have not been submitted nor 
are they e~ected for some time. Thus, our 
knowledge of the legislative context in which 
the budget recommendations are to occur, 
and their impllcations, is incomplete. 

Program reforms or redirections of policy 
can have far-reaching consequences that 
prudence demands we consider in advance. 
While the Banking, Housing, and Urban Af
fairs Committee can provide broad support 
!or the President's budget recommendations, 
we urge the Budget Committee to pursue a ' 
flexible approach in its determination of 
budget levels and program assumptions so 
that the Banking Committee can explore the 
potential impacts of various proposals with 
the specifics of the President's legislative pro
gram, and the data to support it, in hand. 

This is particularly important in the area 
of housing assistance. The Committee is com
mitted to fultllllng its resonsib1llty to pro
vide housing assistance to low-income per
sons but it is equally concerned that this 
purpose be met eftlciently. The Committee in
tends to examine closely the Section 8 and 
publlc housing program, to seek innovative 
proposals that may improve their cost-effec
tiveness and streamline the Federal govern
ment's housing dellvery system. We also in
tend to examine the feasib111ty of housing 
block grants within the context of current 
assisted housing programs. we, therefore, 
recommend that the Budget Committee pro
ject a level of budget authority recommended 
by the President. 

The Committee also urges at this ttme 
that the Budget Committee make no spe
cific assumptions about the termination of 
the Solar Energy and Energy Conservation 
Bank since our Committee desires full de
bate on this issue. Nor should you decide 
upon any revision in the rent income ratio 
beyond that already within the discretion 
of the Secretary of Housing and Urban De
velopment to implement until we weigh its 
impact within the context of t he housing 
assistance delivery system. 

The Committee endorses the President's 
proposed budget amounts for the Section 
202 housing loan program and for the com
munity development function o! the budget. 
In addition, the Committee accepts the Pres
ident's estimate of the level of FHA insur
ance activity. We wm, however, examine the 
effects of a cap to determine if it fosters a 
need for credit allocation among various re
gions of the country or erects additional 
obstacles to homeownerSihip or the obtain
ing o! mortgage credit by the lower income 
end of the homebuying market. 

Finally, in the area of mass transit, the 
Committee recommends that tb.e Budget 
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Committee support the President's budget 
levels for 1981 and 1982. The Banking Com
mittee wlll address the President's recom
mendations with respect to 1983-1986 fund
ing levels for the mass transit operating as
sistance program. The Administration has 
proposed to phase out such operating assist
ance by 1985 with significant reductions in 
1983 and 1984. Several members of this Com
mittee oppose a phase out of this program, 
while others are supportive of the Presi
dent's intentions. Our COmmittee certainly 
believes that significant efficiencies are nec
essary if this program is to continue, but 
urge the Budget Committee to provide broad 
fiexib111ty in its assumptions so as not to 
conflict with the Banking Committee's 
efforts to review all of the complex issues of 
Federal assistance to transit in the coming 
months. 

Sincerely, 
JAKEGARN, 

Chairman. 
RECOGNITION OF SENATOR HUMPHREY 

The PRESIDING OFFICER. Under 
the previous order the Senator from New 
Hampshire <Mr. HUMPHREY) is recog
nized for 30 minutes. 

Mr. BUMPERS. Mr. President, the 
Senator from New Hampshire is appar
ently not here. Would it be in order 
under the amendment for me to request 
2 minutes time on the resolution just to 
make a short !-minute statement on the 
last amendment? 

The PRESIDING OFFICER. The 
Chair will rule that the Senator from 
New Hampshire has appeared and the 
order is for the Senator from New 
Hampshire to have 30 minutes, so the 
Senator from New Hampshire is now 
recognized for 30 minutes. 

Mr. DOMENICI. Mr. President, could 
we have order? 

The PRESIDING OFFICER. May we 
have order in the Senate so that the 
Senator from New Hampshire may be 
heard? He has the floor. Order in the 
Chamber. 

The Senator from New Hampshire is 
recognized. 

Mr. HUMPHREY. Mr. President, to 
begin with, I thank the distinguished 
majority leader and minority leader as 
well a.s the Senator from New Mexico 
for making arrangements to secure time 
for me today. 

Mr. President, I wish to he sure before 
I begin that I have 30 minutes at this 
point. I did when I began. 

The PRESIDING OFFICER. The Sen
ator is correct. He has 30 minutes. 

Mr. RIEGLE. Mr. President, the Sen
ate is not in order. Mav the Senate be 
in order so that the Senator may be 
heard? 

The PRESIDING OFFICER. The Sen
ate will be in order so that the Senator 
from New Hampshire may heard. He has 
the floor. 

The Senator from New Hampshire. 
Mr. BUMPERS. Mr. President, will 

the Senator yield to the Senator from 
New Mexico for the purpose of yielding 
2 minutes to me off the resolution with
out taking any time away from the 30 
minutes of the Senator from New Hamp
shire? 

Mr. HUMPHREY. Mr. President, I 
yield under those circumstances. 

Mr. DOMENICI. Mr. President, I just 
have to say to my good friend that I can-

not do that without the leader. We have 
sequenced these and there should be 
time at the end of the amendment for a 
number of Senators to speak on what
ever they would wish. 

To do that would be to deny the se
quence which still has three amend
ments. I just cannot do it. 

Does the Senator from New Hamp
shire think he will use the entire 30 min
utes? I am not trying to push him on it, 
but I am just trying to suggest to the 
Senator from Arkansas that we could 
yield at the end of the time of the Sen
ator from New Hampshire. 

Mr. HUMPHREY. Mr. President, I in
tend to yield back my time to the oppo
sition leader, and he may do with it as 
he wishes. 

Mr. DOMENICI. At that time I will be 
glad to yield. 

The PRESIDING OFFICER. The Sen
ator from New Hampshire may proceed. 

Mr. HUMPHREY. Thank you, Mr. 
President. 

Mr. President, a year ago at this time 
in May 1980 some Members of this body 
were publicly congratulating themselves 
on having produced for fiscal year 1981 
a balanced budget. 

There was a good deal of skepticism at 
the time, and certainly I was one of those 
skeptics, about whether or not we had 
indeed for the first time since 1969 pro
duced a balanced budget and for only the 
second time in 20 years. We all know 
how badly things have gone in the last 
year, Mr. President. The supposedly bal
anced budget that, in fact, was in surplus 
on paper by $100 million-Mr. President, 
may we have order? 

The PRESIDING OFFICER <Mr. 
DENTON). The Senate will be in order. 
The Senator will proceed. 

Mr. HUMPHREY. Mr. President, the 
supposed surplus of $100 million has dis
appeared to the point where today we 
are looking at a $55-billion deficit for 
1981, projected. In fact, of course, that 
would have been very much worse had 
not President Reagan proposed some 
cuts in the 1981 budget. 

And there is more to it than meets the 
eye, Mr. President. It is not just a matter 
of a $55-billion deficit in 1981. As we all 
know, there are a great many off budget 
items which have the same impact as 
a deficit on budget. We all know there 
are a great many programs in which the 
Federal Government is involved which, 
at bottom line, entail allocation of re
sources, for instance, loan guarantees, 
which have the effect of sending capital 
in the direction of whichever party is 
lucky enough to have the guarantee of 
the Federal Government behind its 
projects. 

So the impact upon the economy is 
not the $55-billion deficit, where we were 
supposed to have a $100-million surplus. 
In fact, the impact on the economy on 
the credit markets has been $80 billion 
or will be before the conclusion of this 
year. Eighty-billion dollars, Mr. Presi
dent, to finance deficits of various kinds, 
visible and invisible; $80 billion which 
could h'3.ve gone to persons who wanted 
to build homes or finance homes through 
mortgages; $80 billion that could have 
gone to our industrial sector which is 

badly in need of rejuvenation; $80 btl
lion which could have been invested 
wisely by the private sector, in large 
measure confiscated by the Federal 
Government. 

And now we are involved in putting to
gether the figures for next year's budget, 
the budget for fiscal year 1982. In May 
of 1981, we have still, as we had a year 
ago, double-digit inflation. We have in 
this month of May 1981 interest rates 
that are very nearly as high, not as high, 
as last year, a prime rate at 19.5 percent 
as of yesterday and interest rates for or
dinary borrowers over 20 percent. 

Mr. President, it is not random coin
cidence that we have these difficulties on 
the one hand and on the other that we 
have just incurred a deficit that will be 
$55 billion before the end of the year. 
No random occurrence at all, because, 
of course, there is a direct link between 
deficits and inflation and high interest 
rates. 

Every penny that this Congress spends. 
Mr. President, must be paid for in some 
fashion. It is paid for largely through tax 
revenues but, because Congress does not 
have the courage, in my opinion, the po
litical courage to levy taxes heavy enough 
to fully pay for its expenditures, a large 
segment of our expenditures are paid for 
through hidden taxes, the vicious taxes of 
inflation and high interest rates. In the 
end, the American people pay for every 
penny we spend, even though we might 
on some occasion succeed in hiding the 
spending from them, through borrowing. 

Because this process has been going 
on now and accelerating for decades, 
but specifically so in the last 10 years, 
we have, at this juncture, a national debt 
of $985 billion, which is going to have 
to be raised to over $1 .trillion. That in
famous benchmark will be reached very 
shortly, before the end of this fiscal 
year, surely. $985 billion today and a 
trillion dollar debt very shortly. That is 
a pretty poor heritage for our children. 

We are often told we cannot cut pro
grams, we cannot cut spending because 
to do so is lacking in compassion. Well, 
I would ask: Where is the compassion 
in 12-percent inflation? Where is the 
compassion in 20-percent interest rates? 
Where is the compassion in a trillion 
dollar heritage in debt to our children? 
The answer is obvious. 

This Senator takes some small com
fort, Mr. President, in having consist
ently opposed deficit spending and hav
ing, except for on one occasion, con
sistently voted against, time after time, 
with one exception, increases in the na
tional debt. That one occasion was the 
most recent occasion which occurred 
only a few weeks after President Reagan 
was sworn in and found himself with, 
essentially, an empty treasury through 
no fault of his own. The Senator made 
an exception in that case, but does not 
intend to make exceptions under any 
foreseeable conditions in the future. 

Mr. President, the debt limit is sup
posed to be the ultimate tool for control
ling deficits. But, of course, it has been 
as useful in holding down deficits as a 
sieve is in holding up water. That is be
cause Members have continually over 
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the years been all too willing to raise 
the national debt limit. 

There is an interesting aspect of the 
Senate budget resolution which we are to 
vote on this evening, apparently, which 
has not received much public at
tention but which certainly caught 
my eye when I studied the document this 
past weekend in relation to the national 
debt. Reading from the Senate concur
rent budget resolution on page vii: "The 
appropriate level of the public debt is as 
follows: Fiscal year 1982: $1,091,200,-
000,000." 

Mr. President, I said a moment ago 
that the limit today is $985 billion. Here 
is the documentary justification for rais
ing that over the next 15 months or so 
by well over 10 percent to a level of $1,-
091,000,000,000. That is one thing we are 
voting on today in this resolution and 
this Senator cannot support that. 

Mr. President, unfortunately, the 
budget resolution on which we are about 
to vote contains for fiscal 1982 a deficit 
of $48.9 billion. Last year at this time we 
were S'tarting out with the assumption 
that we had a $100 million surplus and 
we ended up with a $55 billion deficit. It 
would have been much worse had the 
President not taken action. This year we 
are proposing to start out with a $49 bil
lion deficit. 

We are all concerned, Mr. President, 
with rejuvenating the economy, with 
restoring health to the economy, and 
making the dollar sound once again. 
Imagine the impact if the Federal Gov
ernment were not out there in the credit 
market next year borrowing this $49 bil
lion; imagine the impact if that $49 bil
lion were available for more productive 
enterprises, and if it were to remain in 
the private sector if we were not pro
posing to spend beyond our means once 
again. 

Mr. President, there are those who say 
we cannot balance the budget in 1 year; 
that the best we can do is to oromise to 
balance the budget down the rood a ways 
if everything goes well. We have been 
hearing that for a long time. There is 
nothing new in that. 

I say that we can balance the budget 
in 1982 if we have the courage and the 
boldness to do so. In the first place-and 
many Americans seem to lose sight of 
this because of the complexity of the 
budget process-it is Congress whtch de
cides how high the level of spending will 
be and what the level of spending will be 
in relation to the level of revenues. This 
Congress will decide how much money 
we spend right down to the penny. Not 
1 cent of next year's $700 billion budg
et will be spent without the authoriza
tion and the appropriation by this Con
gress. So, in the first place, Congress 
can set any level of spending it has the 
urge to do. 

I would like to refer for just a mo
ment, Mr. President, to a newsletter 
which I sent to my constituents a year 
ago, dated October 1980, in regard to 
the budget process. A great many Amer
icans feel that things are out of con
trol jn Washington and, in a sense they 
are. But in a real sense they ar~ not. 
B_ecause, as ~ pointed out, Congres de· 
c1des what the level of spending will be. 

I will quote just one paragraph from 
that newsletter, Mr. President. 

Ma.ny of the people I talk to here in our 
State think Washington is out of control. An 
understandable sentiment. But, in f&ct, mat
ters in Washington are entirely under con
trol. Americans tend to lose sight of the fact 
that our nation's budget is set by Congress 
and that in Congress a majority prevails. 
Not one cent of the 1981 $633 bllUon budget 
can be included without a majority of Con
gress voting "aye," and not one cent can be 
spent without a majority vot1ng "aye." The 
government is perfectly under oontrol, doing 
just what ·Cong.ress authorizes and funds. 

While I am on the subject of news
letters, Mr. President, in regards to in
fl:ation let me also quote from a news
letter I sent out exclusively devoted to 
the issue of inflation just 1 year ago. At 
tha.t time we were being told tha.t infla
tion was the result of high energy prices, 
'that inflation was the result of the mate
rialistic indulgence of American citizens. 
I said to my constituents: 

Here is the real story. The roots of our 
inflation lie neither in the Middle East nor 
in M<a.nchester, but within the single !biggest 
spender, borrower and consumer tn our econ
omy-the federa<l government. When a gov
ernment p·ea-sistently devalues its ~urre.ncy 
by increasing the supply o! money faster 
than the underlying economy can produce 
new .goods, you get inflation. The federal 
government has been creating money fast 
enough to fill up Lake Winnipesaukee, a.nd 
you don't need a Ph. D. in economics t;o 
understand why. 

For decades, Congress has been on a wild 
spending spree. In the last four years alone, 
the •f'eder811 budget has soared !rom $400 bil
lion to $600 bmion. Invaria,.bly, taxes have 
not been sutncient to oover this spending 
('but not because Washington lhas not 
tried!) • and e81Ch yea<r the government has 
gone into the oredit markets to borrow the 
forty, fifty or si•xty biHion dollars needed 
to oover the deficit. 

In add·i tion to financing the current year's 
defloit, Washington is continually present in 
the oapdta.l markets .re-financing the national 
debt, wh!~h is now nearing one trtlllon dol
lars. In oth·er words, as the government's 
JOUs come due, Washingt;on pays tlhem off 
by borrowing further, and denying needed 
funds !or private investment. 

With less and less capital avaUa!ble to 
firms and individuals, the oompet1tlon for 
money drives up interest Tates. Hlstordcally, 
when interest .rates rise, the Federa<l Reserve 
injects a flood of freshly printed money !nt;o 
the b·a.nking system, a.nd this expansion o! 
the money supply satisfies loan demand, 
causing interest rates to fall. 

Unfortunately, there is a catch in this 
process. When the government pumps newly 
printed dollars tnto the economv. those dol
lars dilute the value or dollars in-your pocket. 
That's inflation. So you see, Congress starts 
the fire 'by overspending. su~h 'that 1t must 
borrow heavily, driving up interest rates. The 
Federal Reserve tries to put the fire out with 
i<ts flood of g.reenba.cks,1Uld inflation destroys 
your money in the process. The sooner the 
government curbs its spending, the sooneT 
inflation wm subside. 

Mr. President, I have stated that it is 
Congres~ which sets the level of spending 
and we shall decide in the next few days 
how much we are going to spend next 
year and how much in deficit we will 
spend. 

There are those who put forth the 
argument that we cannot cut spending 
sumciently to balance the budget in 1982 
because such a dramatic change in 
spending plans would induce a recession. 

Those who argue that point are telling 
us that unless the Government in 1982 
borrows $49 billion and spends it for citi
zens, we will have a recession. 

The point is absurd. 
They are saying that unless the Gov

ernment takes money from the citizens, 
borrows money from the private sec
tor, that money is going to be hidden 
away under a mattress somewhere and 
will have no effect on the economy. 

I think the argument that we cannot 
cut spending because it will produce a 
rec~sion is a very silly argument, Mr. 
President. Indeed, I would argue that 
the burden of a $49 billion deficit is 
much worse if you count items off the 
Federal budget-including, unfortu
nately, this killing of the strategic pe
troleum reserve which we have all but 
taken off the budget in contrast with the 
fundamental approach of this adminis
tration-if you are being honest about 
levels of spending and levels of deficit. 

. I. wo~d argue that if we left that $49 
billion m the private sector, that would 
go a long way toward rejuvenating our 
e?onomy. It would not induce a reces
sion. 

I would say as my last point in argu
ing that we can balance the budget this 
year, Mr. President, that it would take 
only a further 8-percent reduction in the 
entire Federal budget of $699 billion to 
eliminate this $49 billion deficit. 

Mr. President, let me inquire at this 
point how much time I have remaining. 

The PRESIDING OFFICER. The Sen
ator has 12 minutes, 29 seconds. 

Mr. HUMPHREY. Mr. President, let 
me say a word a;bout tax cuts. That was 
the subject of an amendment which was 
acted upon a moment ago. 

Those listening to my remarks might 
suspect that as an opponent of next 
year's deficit, I am also opposed to re
ducing taxes. 

I am not at all. I fully support the 
President's program, all 3 years of it for 
this very important reason with respect 
to 1982. The proposed tax. cut of $51.4 bil
lion in 1982 is not a tax cut at all. It 
barely offsets the tax increase that is 
already programmed by virtue of bracket 
creep and increased social security taxes. 

According to a letter from the Joint 
Committee on Taxation to the Presi
dent recently, taxes, through bracket 
creep and increased social security tax
es, will increase in 1982 by $45.7 billion. 
The President's program, if passed as he 
wishes, will reduce taxes in 1982 by $51.4 
billion for a net reduction in taxes not of 
$51.4 billion, Mr. President, but $5.7 
billion. 

So this so-called tax cut is not really 
a tax cut at all. All it represents is the 
elimination of a tax increase which will 
occur if we do not pass this so-called 
tax reduction. 

We could defer these tax cuts but we 
would then be balancing the budget 
through increased taxes, would we not? 
That is not the way to go at this point, 
since the burden of taxation is already 
so great that it is counterproductive. 
That is, that it is yielding lower revenues 
than a more moderate rate of taxation 
would. 

I am a supplysider. I believe in that. 
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Unfortunately, I do not think we are 
going far enough, and certainly not in 
the area of cutting spending. 

I support the President's tax cuts be
cause to oppose them is to favor a tax 
increase, which can only have further 
deleterious effects on our already weak
ened economy. 

We must not balance the budget 
through raising taxes. The only way to 
balance the budget at this point is to 
reduce spending. 

We have made some magnificent prog
ress. I do not mean to take away at all 
from the efforts of the distinguished 
chairman of the Budget Committee and 
the members of that committee. They 
have done a magnificent job coming up 
with the very large reductions in spend
ing that they have achieved. Surely, this 
is inarguably the most dramatic turn
around in magnitude and direction in 
decades. But, unfortunately, it is not 
enough. The $49 billion deficit in the 
budget resolution states that so elo
quently. 

Mr. President, some are going to vote 
against this budget resolution tonight 
because they feel the cuts are too great. 
I do not deny that the pain is great and 
the anguish and the wailing is great, and 
the political pressure is great. But this 
Senator cannot support the budget reso
lution for another reason, and that is 
that the cuts are not great enough. I 
cannot support this budget resolution 
because of the $49 billion deficit which, 
I am sorry to say in my best judgment, 
is likely to be worse than stated. 

Yet, no one should misinterpret my 
opposition to this resolution, Mr. Presi
dent, as opposition to the President. I 
was among his earliest supporters, well 
before the primary in my own party. 
When the final tally is taken, I am con
fident that I will be seen to have been 
one of his most ardent supporters. 

The real test of support, Mr. President, 
is not so much in this budget resolution; 
the real test is going to come in the next 
couple of months in the Appropriations 
Committee and here on the floor when 
the appropriations bills come to the floor 
and are subject to what no doubt will 
be scores and scores of amendments to 
restore cuts made by the President and 
by the Budget Committee on the recom
mendation of the President. 

I intend to fully support the President, 
I say to this body, and I will be among 
his staunchest supporters when the chips 
are down in opposing the restoration of 
funds to these cuts which have been 
made. 

Mr. President, a word about the budget 
process. 

I pointed out that last year at this time 
that some-not including this Senator
were congratulating themselves on hav
ing produced a balanced budget, accord
ing to the first budget resolution, and 
having produced a $100 billion surplus. 

We all know the sorry results of that 
situation, that we have today facing us 
a $55 billion deficit. 

The fact is, Mr. President, that not 
only last year but the year before that 

and the year before that, spending vastly, 
and the deficits vastly, exceeded figures 
in the first budget resolution. We have a 
very sorry record in that respect. 

In fiscal year 1980, in the first budget 
resolution, the deficit was projected as 
$23 billion. In the second resolution, it 
had grown to $29.8 billion. It was neces
sary to have a revised second re.solution 
which raised the projected deficit to 
$46.95 million. Even that did :10t cover 
the actual situatio?"l because the deficit 
in the end was $59.6 billion. 

In fiscal year 1981, the first budget 
resolution projected a surplus of $200 
million. By the second resolution, that 
surplus was gone. We were projecting a 
deficit of $27.4 billion. Again we had to 
pass an amended and revised second res
olution in which the deficit projected 
rose to $62.8 billion, and has been re
duced only through the courageous ac
tions of the President. 

So our record is clear. One has to be 
especially worried on the basis of that 
history when we are starting out with a 
$49 billion deficit. 

Mr. President, I am worried that we 
might be losing our best opportunity to 
balance the budget. I am worried that, at 
this time next year, we shall not have 
nearly the national and bipartisan sup
port for fundamentally changing the 
budget and cutting spending. I am wor
ried that we are going to have a dimi
nished sense of urgency as the months 
unfold. I am worried that we are going to 
fail. 

Mr. President, I hope fervently that 
my pessimism is unfounded, that my 
judgment will be proven wrong, that 
events will turn out far better than even 
the chairman of the Budget Committee 
has predicted. I would be more than 
happy to eat humble pie-several humble 
pies-on this subject. But I have to ex
ercise my independent judgment. There
fore, I cannot support this budget resolu
tion. 

Mr. President, if someone can bring 
the manager of the bill onto the floor, I 
am prepared to yield the floor. In the in
terim, I suggest the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

Mr. HART. Mr. President, I ask unani
mous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HART. Mr. President, I intend to 
vote against this committee's resolution, 
primarily because it perpetuates

Mr. HUMPHREY. Mr. President, a 
parliamentary inquiry. 

The PRESIDING OFFICER. Under the 
previous order, the Senator from Michi
gan is to be recognized to call up the 
Riegle amendment. 

Mr. HART. Will the Senator from 
Michigan yield me 2 minutes? 

Mr. RIEGLE. Yes, I yield 2 minutes to 
the Senator. 

The PRESIDING OFFICER. Until the 
Senator has called up his amendment, he 
has no time to yield. 

UP AMENDMENT NO. 89 

(Purpose: To reduce defense spending and 
to accommodate additional funding for 
education and income security programs 
and for other purposes.) 

Mr. RIEGLE. Mr. President, do I have 
the floor at this time? 

The PRESIDING OFFICER. The Sen
ator has the ftoor. 

Mr. RIEGLE. Mr. President, I send an 
amendment to the desk and ask for its 
immediat·e consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Michigan (Mr. RIEGLE) 
and the Senator from Delaware (Mr. BIDEN) 
propose an unprinted amendment num
bered 89. 

Mr. RIEGLE. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 4, line 6, delete "$225,400,000,000" 

and insert in lieu thereof "$223,200,000.000". 
On page 4, line 7, delete "$188,000,000,000" 

and insert in lieu thereof "$186,200,000,000". 
On page 4, line 10, delete "$254: ,300,000,000" 

and insert in lieu thereof "$251,900,000,000': 
On page 4 , line 11, delete "$221 ,100,000,000" 

and insert in lieu thereof "$218,800,000,000". 
On page 4, line :!.4, delete "$289,200,000,000" 

and insert in lieu thereof "$286,700,000,000". 
On page 4, line 15, delete "$250,300,000,000" 

and insert in lieu thereof "$247,800,000,000". 
On page 7, line 6, delete "$20,800,000,000" 

and insert in lieu thereof "$21,000,000,000". 
On page 7, line 'l, delete "$20,1 00,000,000" 

and insert in lieu thereof "$20,300,000,0000'~ 
On page 7, line 9, delete "$21 ,300,000,000" 

and insert in lieu thereof "$21 ,400,000,000': 
On page 7, line 10, delete "$20,100,000,000" 

and insert in lieu thereof "$20,200,000,000". 
On page 7, line 13, delete "$7,000,000,000" 

and insert in lieu thereof "$7,200,000,000". 
On page 7, line 16, delete "$7,500,000,000" 

and insert in lieu thereof "$7,600,000,000". 
On page 7, line 17, delete "$7.800.000 ,000" 

and insert in lieu thereof "$7,900,000,000". 
On page 7, line 20, delete "$7,600,000,000" 

and. insert in lieu thereof "$7,700,000,000". 
On page 7, line 24, delete "$26,800,000,000" 

and insert in lieu thereof "$27,700,000,000". 
On page 7, line 25, delete "$27,400,000,000" 

and insert in lieu thereof "$28,200,000,000". 
On page 8, line 2, delete "$26,900,000,000" 

and insert in lieu thereof "$27,900,000,000". 
On page 8, line 3, delete "$26,600,000,000" 

and insert in lieu thereof "$27,500,000,000". 
On page 8, line 5, delete "$26,100,000,000" 

and insert in lieu thereof "$27,400,000,000". 
On page 8, line 6, delete "$26,100,000,000" 

and insert in lieu thereof "$27,300,000,000". 
On page 8, line 20, delete "$263,900,000,000' 

and insert in lieu thereof "$264,700,000,000". 
On page 8, line 21, delete "$237,300,000,000" 

and insert in lieu thereof "$238,100,000,000". 
On page 8, line 24, delete "$286,800,000,000" 

and insert in lieu thereof "$287,600,000,000". 
On page 8 , line 25 , delete "$253,000,000,000" 

and insert in lieu thereof "$2~3 .800,000,000". 
On page 9, line 3, delete "$307,500,000,000" 

and insert in lieu thereof "$308,300,000,000". 
On page 9, line 4, delete "$270,300,000,000" 

and insert in lieu thereof "$271,100,000,000". 
On page 9, line 7, delete "$24,500,000,000" 

and insert in lieu thereof "$24,800,000,000". 
On p::~.ge 9, line 8, delete "$23,900,000,000" 

and insert in lieu thereof "$24,100,000,000". 
On page 9, line 10, delete "$25,500,000,000" 

and insert in lieu 'thereof "$25,800,000,000". 

. 
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On pa.ge 9, line 11, delete "$25,100,000,000" 

and ins-ert in lieu thereof "$25,400,000,000". 
On page 9, line 13, delete "$26,500,000,000" 

a.nd insert in l·ieu thereof "$26,800,000,000". 
On p•age 9, line 14, delete "$26,000,000,000" 

a.nd insert in lieu thereof "$26,300,000,000". 
On page 13, line 3, delete "$181,000,000,000'' 

and insert in lieu thereof "$180,400,000,000". 
On page 13, line 4, delete "$162,900,000,000" 

a.nd insert in lieu thereof "$162,800,000,000". 
On .page 14, line 7, delete "$30,800,000,000" 

and insert in lieu thereof "$31,400,000,000". 
On page 14, line 8, delete "$31,800,000,000" 

a.nd insert in lieu thereof "$31,900,000,000". 

Mr. RIEGLE. Mr. President, this is an 
amendment which would mo19~.?..te~y 
reduce defense spending and transfer 
those funds into domestic areas. For ex
ample, my amendment would restore 
cuts in function 400, Tran3portation, in 
an attempt to maintain the ConRail 
system. 

It will transfer funds into section 450, 
community and regional develo'1ment. 
My intention is to permit an orderly 
phase down of most EDA programs. The 
resolution before us would require a sud
den, disruptive hait to all EDA programs 
except for small but vital technical as
sistance activities such as the EDA uni
versity center program. 

My amendment will also transfer 
funds into function 500, education and 
training, to provide more ad~quate 
funding for Pell grants, for title I, for 
guaranteed student loans, and for re
training of displaced workers. 

My amendment would transfer funds 
into function 600, income security, for 
two purposes: For low-income energy 
assistance, which I think is a vital na
tional need, and for school lunches. 

Finally, my amendment would move 
money into function 700, veterans, to 
accommodate the increase for veterans 
health programs proposed last Friday in 
the Thurmond amendment. That is a 
need which some of us strongly support. 

Mr. President, the corresponding 
budget authority reductions in the de
fense function, 050 are $600 million in 
1981, $2.2 billion in fiscal year 1982; $2.4 
billion in fiscal year 1983; and $2.5 bil
lion in :rscal year 1984. 

To illustrate the kind of programs 
that would benefit from my amendment, 
I shall use the low-income energy assist
ance. 

Low-income Americans lost $6 billion 
in purchasing power over the last 12 
months due solely to rising energy costs. 
That calculation was done by the De
partment of Energy's Fuel Oil and Mar
keting Advisory Committee. 

In 1980, the poor spent nearly 22 per
cent of their income on household en
ergy, They actually spent 35 percent, if 
you count the cost of gasoline for those 
who had automobiles. By contrast, the 
typical middle-class family spends only 
5.1 percent of their income on house
hold energy, or 13.2 percent, if you in
clude gasoline. 

Unlike other Americans, most poor 
people cannot further conserve energy 
without weakening their health. Mr. 
President, I have been in homes all 
across my State in the wintertime. 

Time and agcin I have visit1ed elderly 
persons, who have been dressed in sev-

eral layers of clothing. Many were 11ving 
in apartments or small homes where the 
thermostats had to be set at 50 or 52 de
grees in an effort to hold down utility 
bills so they c-ould have enough money 
left to meet their other needs, including 
food. 

Mr. President, while these conditions 
exist, the Budget Committee is proposing 
deep cuts in low-income energy assist
ance but massive increases in defense 
spending. I support a large part of that 
defense increase, I particularly support 
efforts to strengthen our readiness for 
conventional warfare. I have great skep
ticism about plans to invest additional 
hundreds of billions of dollars in exotic 
new weapons systems, nuclear systems. I 
share the concern of many experts that 
these funds cannot be spent wisely and 
that much of this spending will not in
crease our security. 

There are limits to the capacity of the 
Federal Government to spend money on 
everything we might want at any one 
time. My colleague from New Hampshire 
has just spoken of his concern, that over 
the years, the Federal Government has 
often been outrageously wasteful. I share 
his concern. We have not paid sufficient 
attention to our overall levels of spend
ing. 

But I am afraid we are about to fall 
into the same trap in defense spending. 
The administration's plan for military 
spending, which is incorporated in the 
resolution now before the Senate, pro
jects an increase in the Pentagon's 
budget by 1984 which is so large that the 
increase alone is larger than the entire 
defense budget for fiscal year 1980. 

Bear in mind that I am for some rather 
substantial increase in defense, but what 
is being asked for goes beyond what is 
justified. 

I read from an article that appeared 
recently in the New York Review of May 
14, 1981, by Lester Thorow: 

The recent discussion of President 
Reagan's budget ha.s largely overlook its most 
alarming feature, so far as the U.S. economy 
is concerned. Reagan is proposing to increase 
defense expenditures by $142 billion, from 
$162 billion for the fiscal year 1981 in the 
current budget to $304 billion in fiscal year 
1985, the last budget of his first term. If re
elected he is planning a further $39 billion 
increase, to $343 billion in fiscal 1986. 

This $181 l:mlion increase over five years 
can be understood only if it is compared with 
the build-up of m111tary spending during the 
Vietnam War. In the five years between 1965 
and 1970 mmtary spending rose by $24.2 
billion, and soon after rose to a peak of $26.9 
billion. After correcting for inflation, a $26.9 
billion increase then would be equivalent to 
a $59 billion incroa.se now. 

As a result the military build-up that is 
currently being contemplated is three times 
as lar<Ze as the one that took place during 
the Vietnam War. 

Mr. President, I a"'k unanimous con
sent to have the article printed in the 
RECORD at the conclusion of my remarks. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(See exhibit 1.) 

Mr. RIEGLE. Mr. President, apart 
from the staggering financial implica
tions of the proposed breakout of de
fense spending, there are enormous prac-

tical implications for the civilian econ
omy. Very richly funded defense con
tracts, will draw scarce talents and 
scarce resources in our society away 
from activities upon which our long-term 
economic competitiveness will depend. 
Engineering talent, scientific talent, 
managerial talent, strategic resources, 
strategic minerals, and manufacturing 
facilit!es will be diverted from the task 
of regaining U.S. competitiveness in 
emerging world markets. 

Basic industries in the civilian sector, 
such as automobiles and steel, will have 
even greater difficulty in mobilizing re
sources to overtake competitors in for
eign countries that do not tax their 
economies with crash plans for military 
spending. 

The rates of inflation on military 
procurement are already among the 
highest of all elements of the Federal 
budget. Those rates of inflation are 
bound to become worse, as bottlenecks 
and shortages in the defense industrial 
base are strained further. The resolution 
now before the Senate promises to buy 
more defense-instead, it almost guar
antees we will spend more for the same 
level of defense. 

Moreover, the proposed drain of capi
tal from the private sector is likely to 
severely undermine long-term jobs crea
tion. The number of jobs created per dol
lar spent is far greater in the civilian 
economy than in the defense economy. 
I am deeply concerned about that issue. 

Mr. President, I come from Flint, 
Mich., an automotive town, the original 
home of General Motors. General Motors 
is still the foundation of Flint's economy. 
Many of my colleagues may have missed 
it, but I noticed an item buried in the 
Wall Street Journal indicating that 
General Motors, financially the most 
powerful company of the American auto 
industry, has just had to scale back its 
capital investment plans. Construction 
was halted on two new plants, one 
planned for St. Louis, Mo., and one for 
the suburban area around Flint. Both 
were intended to meet competition from 
the Japanese and other foreign coun
tries. Construction had to be put on the 
back burner because mighty General 
Motors does not have sufficient capital. 

Mr. President, we already have a capi
tal shortage in the United States. The 
financial markets in the United States 
are struggling with an authentic crisis. 
Talk to your savings and loan managers, 
talk to your commercial bankers, talk 
to your builders, talk to readers in our 
basic industries--the breadth of the 
problem is troubling. Small business pep
pie, people in agriculture all are being 
crushed with record high interest rates. 

The prime rate is at 19.5 percent. Some 
o~ the best fo-rec9 ,c::tprs. in"l11dinq- HP.nry 
Kaufman expect the prime rate to go 
above 20 percent in response to the ad
ministration's economic plan, with its 
huge defense increase. 

Mr. President, the defense spending 
reductions I propose today are modest 
in percentage terms. But I believe they 
are significant in dollar terms, and the 
dollars will be very significant if they 
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are reallocated to critical areas 1n the 
domestic economy as I propose. 

Numerous defense analysts have iden
tified responsible, prudent savings in 
Pentagon spending which far exceed the 
savings that I propose in my amend
ment. 

Several strategic systems which are 
excellent candidates for spending de
lays or reductions--one is the MX mis
sile. That system continues to be the 
subject of intense controversy within the 
Nation. Most recently, the Mormon 
Church, many of whose members are in 
the region where that system is targeted 
for construction has taken a close look 
at it. The church has great reservations 
about it; and I share those reservations. 

So we have a number of tempting 
places in which these savings can be 
found. 

Mr. President, I reserve the remainder 
of my time. 

ExHmiTNo.1 
HOW TO WRECK THE ECONOMY 

(By Lester Thurow) 
The recent discussion of President Rea

gan's budget has largely overlooked its most 
alarming feature, so far as the US economy 
is concerned. Reagan is proposing to increase 
defense expenditures by $142 b11lion, from 
$162 b11lion for the fiscal year 1981 in the 
current budget to $304 b11lion in fiscal year 
1985, the last budget of his first term. If 
re-elected he is planning a further $39 bil
llon increase, to $343 b11lion in fiscal 1986. 

This $181 blllion increase over five years 
can be understood only if it is compared with 
the build-up of m111tary spending during the 
Vietnam War. In the five years between 
1965 and 1970 military spending rose by $24.2 
b1llion, and soon after rose to a peak of 
$26.9 blllion. After correcting for inflation, 
a $26.9 b1llion increase then would be equiv
alent to a $59 b1llion increase now. 

As a result the mi11tary bulld-up that is 
currently being contemplated is three times 
as large as the one that took place during 
the Vietnam War. Whether an increase of 
this magnitude is really necessary depends 
on an analysis of foreign affairs and mmtary 
readiness that is beyond this review. Some 
defense experts and legislators are question
ing whether many items in the new m111t!.'.ry 
budget are actually needed and whether 
some of them endanger national security 
more tha.n they protect it. Such questions 
are certainly important and must be raised. 
But if such a build-up is necessary, then it 
is important that it be done in such a way 
that it does the least possible damage to the 
economy. 

The Reagan budegt has not been clearly 
understood because, perhaps deliberately, 
it has been presented as a set of subtrac
tions from or additions to the Carter budget. 
The policies of President Carter are now 
irrelevant. It makes no difference what he 
proposed. Everything that is in the budget 1s 
now a Reagan proposal. The only questions 
to be resolved turn on what President Rea
gan wants. 

In addition to the increase in the m111tary 
budget, civllian expenditures are scheduled 
to rise by $76 b1Ilion-from $493 b1llion to 
$569 b1llion. After correcting for inflation, 
we can see that civ111an expenmture!:. are 
down substantially by 16 percent, although 
they rise in money terms. As a result the 
total budget increases from $655 blllion in 
fiscal 1981 to $912 b1Ilion in fl seal 1986 
In· addition, President Rea~an is proposing 
a 16 percent reduction in federal tax collec
tlons-$196 b1llion in fiscal 1986--in order 
to stimulate savings and investment. 
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President Johnson's refusal to raise taxes 
to pay for the Vietnam War is legitimately 
remembered as one of the key factors lead
ing us into our current economic mess. He 
wanted both the Great Society and the war. 
But if he was to have both and not wreck 
the economy, his only option was to raise 
taxes sharply. He chose not to do so, and 
he wrecked the economy. 

President Reagan wants both dramatic tax 
cuts to encourage investment and an even 
more extensive military buildup. But he 
cannot have both without wrecking the 
economy further unless he is willing to raise 
taxes dramatically on private consumption. 
He has chosen not to do so. If his current 
program is carried out, he too will wreck the 
economy. 

M111tary spending is a form of consump
tion. It does not increase our ability to pro
duce more goods and services in the future. 
While it may be necessary, it is consump
tion nonetheless. And as in any private 
budget, if you allocate more to one form of 
consumption, you must allocate less to some 
other form of consm;nption. 

This means equivalent cuts must be made 
in other forms of consumption. The proposed 
miiitary increase is so large that it cannot 
be fully paid for with cuts in civllian ex
penditures unless the president is w1Iling to 
abolish major social programs such as Social 
Security. If he is not willing to do this, taxes 
must be raised to cut private consumption. 

While President Reagan is only preparing 
for war and not actively engaging in one, 
the economic .problems of military spending 
spring from the rapid production of wea
pons, not from their use. The capacity to 
produce capital goods and equipment, skilled 
mannower, and raw materials must all be 
quickly redirected to military prcduction. In 
shifting both human and capital resources 
from civ111an to military activities tremend
ous strains are placed on the domestic econ
omy, unless measures are taken to restrain 
private consumption. Without tax increases 
the miiitary can get only the nece:;sary cap
ital capacity, skilled manpower, and raw ma
terials by paying more than the civilian 
economy is Willing to pay. This drives up 
prices and creates civilian shortages. 

The problem is compounded if tax breaks 
are to be given for investment, as is contem
plated by Reagan's economic plan. The cap
ital goods industries cannot p1'oduce enough 
e..,_,ipment to build both milltary factories 
and civ111an factories. The investment tax 
reductions therefore encourage private in
vestors to get into a bidding war with the 
m111tary for the industrial equipment that is 
available . The result would be a ranid rate 
of infh.tion in ca~ital goods that wouid even
tually lead to inflation in consumer goods. 
Infiatio"l woul~ brea~ out. as it did nuring 
the Vietnam War, but this time the US 
wo,,ld be adrting inflation to an eco..,omic 
system that alre:tdy has an 11 percent rate of 
inflation rather than to a SYsteT'Yl tl'lat had an 
inflation rate of les<;; than -2 percent. 
Unfortun~tely the neg!ltive effects of such 

a m111tary budget ann such a tax pollcy do 
not emerge quickly. Reme-mber the acce~era
tion in inflation during the Vietnam period. 
Jt was very slow but very persistent. During 
1965 inflation stood at 1.7 rercent per year. 
From there it rose to 2.9 pe-rcent in 1966-
1967, to 4.2 percent in 1968, to !l.4 percent in 
1969, and to 5.9 perce11t in 1970. President 
Nixon temporarily stopped inflation with 
wage and price controls in 1971, but when 
those controls were lifted iTJfiat.ion broke out 
in an even more virulent form, and has con
tinued to this day. 

As with President Johnson, the mista'~<-es of 
Presic'e11t Rea.,.an wili only become ob"ious 
long after they have b~en made. By the time 
they are obvious. it will be too late to correct 
them. If the mistakes are to be corrected 
and the undesirable effects avoided, t.he cor .. 

rection must be made now-not two to three 
years from now. 

President Reagan talks as if his cuts in 
civ111an government consumption are going 
to pay for the extra mil1tary spending. But 
he also talks as if those civillan budget cuts 
are going to pay for the loss in revenue from 
business tax cuts and from the 30 percent 
cut in personal income taxes called for by the 
Kemp-Roth plan. But the sums that wiii be 
spent and saved do not match. A $138 billion 
cut ( $43 b1llion of which has not yet been 
announced( in civ111an expenditures-not an 
absolute cut but one relative to the Carter 
budget-simply does not counterbalance a 
$196 billion tax cut and a $181 b1llion in
crease in mUitary spending. 

If the Reagan administration were to carry 
out its current plans, it would have no ra
tional alternative to a large tax incre.ase on 
private consumption. If we were actually to 
fight World War III, we would instantly in
crease taxes to pay for it. If we want quickly 
to buy the equipment the administration 
claims is necessary to fight World War III, 
we have to be willing to do the same. 

If the administration is unwilling to raise 
taxes on private consumption, it wm repeat 
the Vietnam experience. Initially output wm 
rise and unemployment wiii fall. But even
tually a sustained inflation will result from 
the economy's inab111ty to produce both the 
civ111an and military goods that are being 
demanded of it. But the economic problems 
of a large increase in m111 tary spending go 
far beyond that of simply keeping total con
sumption under control. The defense depart
ment does not demand exactly the same com
modities that civillans give up when their 
after-tax income goes down. Even if taxes are 
raised by the requisite amount, essential sup
plies will have to be directed to military uses 
without completely disrupting the civ111an 
economy. 

To do this, most oountries When they 
decide to wa.ge war or prepare for war tradi
tionally impose controls over production, 
wages and prices, raw materials, and capital 
equipment. In this respect, the Korean War 
is a model of what to do. The Vietnam War 
is a model of what not to do. 

During the Korean War Amerioa raised 
taxes dra111atically at the beginning of the 
war and imposed a full .range of wartime 
controls. When the war proved to be smaller 
than was first expected, those controls could 
be gradually eased With no disruption to the 
civillan economy. Instead of rising during 
the war, inflation fell from 6.6 percent in the 
first year of the war to 1.6 percent in the last 
year of the war. 

By contrast, during the 1960s the US did 
none of the things that would have been 
necessa.ry to fight the Vietnam War Without 
economic damage. Military spending reached 
a peak of 13 percent of the gross national 
product during the Korean War and only 9 
percent in the Vietnam War, but the eco
nomic damage was far greater during the 
Vietnam War. The economics of war pro
duction calls for planning for the worst 
possible e:::onomic effects and then being 
pleasantly surprised 1f the worst does not 
occur. Perha.ps our economy will be able to 
ta're the current build-up without being 
wrenched out of shape, but no one should 
count on it. 

The economic problems of the m111tary 
build-up planned to take olace between 1981 
and 1988 a;re complicated by the current 
weakness of the American economy and the 
econami-: strength of the countries that are 
our military ames but our economic ad
versaries. When a nation such as the US 
sho?,rply increases its milltary forces, it gen
erally does so at a time when its industrial 
oomryetitors a.r~ also at.temutine- to increase 
t.heir own mmt.arv e~t.a'IJUshments. and are 
elCperien.cing comparable economic strains. 
But the Reagan build-up is to take pla<:e in 

' 
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a time when our allies are not raising their 
m111tary expenditures at anything like our 
pace. Germany has just announced plans to 
cut back on its defense budget. 

This difference poses the problem of how 
the US can maintain the industrial strength 
to compete with other countries in civ111an 
production and sales. The basic prOiblem 
here is not so much one of obtaining critical 
raw materials and equipment, although 
there may be shortages of both, but is one o! 
skilled worke.rs-cra!tsmen, engineers, and 
scientists. Such people will tend to be at
tracted to m111tary production. Defense con
tractors will entice workers away !rom civil
ian firms by paying higher salaries as they 
build up their work forces on a crash basis. 
But even if the salaries were identical there 
would be a tendency !or the most highly 
qualified people to move into defense. For 
most engineers, such work is simply more 
exciting. 

would the typical engineer rather work 
on designing a new missile with a laser 
guidance system or on designing a new 
toaster? To ask the question is to answer it. 
M111tary research and development are more 
interesting since they are usually closer to 
the frontiers of scientific knowledge and are 
not limited by economic considerations such 
as whether the product can be sold in the 
market. The m111tary is willing to pay almoot 
any premium to have a superior product. 
The civ111an economy is not. As a result the 
most skllled technicians and scientists move 
into defense. 

But suppose you OIWil a civ111an computer 
firm in Boston and many of your best people 
leave to work in Boston's higher paying and 
more exciting areospace firms. How d10 you 
compete with Japanese computer firms that 
will not be losing their most brill1ant em
ployees? The Japanese engineer might also 
like to work on missiles but he does not 
have the opportunity to do so. The result is 
that you cannot compete; the Japanese 
oomputer industry could well drive the 
American oomputer industry out of busi
ness. 

A m111tary build-un of the magnitude pro
posed by President Reag·an ·almost demands 
that the US insist thrat its m111ta,.y allies, 
who are also its economic competitors, en
ga.ge in a similar m111tary build-up. From the 
point of view of equity, the American tax
payer cannot be expected to accept a large 
reduction in his stand.ard of living while 
taxpayers abroad continue to imp·rove their 
standards of living. But even more impor
tantly, America cannot afford to destroy the 
competitive strength of its none-too-strong 
domestic economy. If the sk111ed workers and 
funds that are used for defense here are used 
!or civ111an production abroad, it should not 
come ra.s a great surprise 1f we are driven 
out of civ111an markets. Wha.t will happen 
to the United States if the industries that 
manufacture semiconductors, micro-proc
essors, and computers are forced out of busi
ness while the na·tion is .busy rearming 
itsel·f? What good does it do us to dominate 
the world in missile production if we are 
at the same time being defeated in toasters? 
In the long run, a ci vlUan economy that 
consistently falls in competl.tion abroad will 
be unable to produce missiles for an effective 
mill.Jtary economy. 

According to the Reagan economic scenar
io, the burden of total government spend-ing 
will shrJnk not because of a decrease in that 
spending, but because there will be an explo
sion of economic output. After we correct 
!or inflation, output is supposed to grow 23 
percent during the next five years. 

This explosion in output is predicted !or 
an economy where growth ln productivity 
has been gradually slowing down since 1965 
and has in fact been negative during the last 
three years. The Reagan administration as
sumes that productivity is going to return 
to a 3 percent rate of growth almost in-

stantly, but what will make this happen? 
Such an increase in produc·tlvity has never 
happened before in our history, and there 
are goo:i technical reasons for believing that 
it wlll not happen now. 

Our slowdown in productivity is caused 
by many factors, including an increasing 
movement toward services, and sharp de
clines in construction and mining produc
tivi:ty. These are not going to end suddenly. 
And the same slow transition will occur in 
the part of the economy on which the Rea
gan administration is focusing most of its 
a tten tion--Jn vestment. New investment 
takes time. Major new industrial fac111ties 
typically take from five to ten years to com
plete, so we will have no output from them 
for five to ten years. Consequently they will 
not be raising productivity !or five to ten 
years. 

If a little extra investment would cure 
our produc.Uvity prohlem we would not have 
such a problem at all. When productivity 
w~ growing at more than 3 percent per 
year, from 19·48 to 1965, Americans invested 
9 .5 percent of their GNP in industrial plant 
and equipment. While productivity was fall
ing 0.5 percent a year from 1977 to 1980, 
Americans invested 11.3 percent of their GNP 
in industrial plan.t and equipment. We need 
more investment, but investment cannot 
cure the productivity problem in the short 
run. 

But in planning a major m111tary build
up, a wise economic general does not argue 
about whether there will, or will not, be a 
dramatic rebound in the growth of produc
tivity. He plans such a rapid increase on the 
conservative assumption that there will not 
be a sharp change in productivity and hopes 
to be pleasantly surprised if productivity 
does in fact dramatically improve. No perma
nent damage occurs if he plans !or slow 
productivity and finds that productivity is 
actually growing rapidly. He can always 
easily cut taxes 1f the economy has extra 
unused productive capacity. But if he plans 
for rapid growth in productivity and it does 
not occur, the economic damage wm be 
great. Taxes can be raised later on, but as 
the Vietnam War demonstrated, a tax in
crease in 1969 does not substitute for a tax 
increase that should have occurred in 1965. 

Tf vigorous growth resumes, as the Reagan 
administration assumes it will, the defense 
budget will generate the kinds of economic 
stress that we experienced during the Viet
nam War. Under Reagan's assumptions about 
economic growth, the mmtary budge·t wm 
consume an extra 1.5 percent of the Gross 
National Product. Vietnam consumed an 
extra 1.7 percent. But if vigorous growth does 
not resume, the strains will be far more se
rious. The m111tary will be absorbing an extra 
2.4 percent of the GNP. As a result we should 
plan for those larger stresses but hope for 
the smaller ones. 

These economic difficulties wm also be 
magnified by the plans for the civillan 
budget. A 16 percent cut in taxes is sup
posed to stimulate savings and investment 
but it is directed at the wrong targets. Any 
across-the-board tax cut such as Kemp-Roth 
must confront the fact that the average 
American family saved only 5.6 percent of 
its income in 1980. Past experience strongly 
suggests that given a $100 tax cut, the aver
age American will save and invest $5.60, but 
will also c·onsume $94.40. In view of our needs 
for investment and of the military program 
the administration demands, we simply can
not afford to add private consumption of this 
magnitude to our economic system. We 
should be cutting consumption. 

Similarly, many of the investment tax cuts 
proposed by Reagan are poorly conceived. A 
cut in the capital gains tax that includes 
both investment in plant and equipment 
and speculative investment-in land, homes, 
gold, antiques, paintings, etc.-may suck in
vestment funds out of productive invest-

ments and into speculative investments, 
since speculative investments pay off faster 
than productive investments. But we need 
productive investments not speculative in
vestments. If supply-side economics were to 
make sense, it would include tax increases 
for speculative investments. 

The current proposal for accelerated depre
ciation on a "10-5-3"• basis gives the largest 
breaks to commercial buildings and may well 
encourage the construction of more shop
ping centers rather than industrial factories. 
Here again the largest tax breaks should 
favor new industrial fac111ties. 

The administration's cuts in the civ111an 
budget have relatively little to do with 
economics. They are good or bad depending 
upon your view of what constitutes a.dequate 
provision for the needy in a good society. 
My ethics tell me that there is something 
wrong with cutting nutrition programs !or 
poor pregnant women. Mr. Stockman's ethics 
tell him that they are precisely the group 
whose benefits should be cut. Perhaps that 
is the difference betwe~n learning one's 
ethics and economics in a department of 
economics rather than at a divinity school. 

There is, however, one major economic 
problem with the proposed cuts in expendi
tures. Most of the cuts focus on the working 
poor-essentially the group that is above 
t e po verty line but within $3,000 of it. This 
group is going to be !aced with a choice. 
The Reagan administration assumes that a 
cut in the social welfare benefits !or the 
working poor will force them to work more. 
It is more likely that it will encourage them 
to work less to regain eligib111ty !or the pro
grams that they have just lost. 

Suppose you are one of the working poor 
and have a sick child. One choice is to work 
harder--perhaps by taking a second Job-
in order to pay the necessary medical b1lls. 
Another is to quit worlcing to make your
self eligible for Medicaid. To pose the choices 
is to give the likely answer. I! the second 
choice prevails, the remaining social welfare 
programs wlll have to expand and will cost 
more than expected. The cuts in the civ111an 
budget wlll therefore be smaller than the 
ones now projected. The result wm be that 
the grave strains imposed on the economy 
by Reagan's m111tary build-up will become 
graver stm. The dangers of this budget are 
such that I can think of no priority higher 
for the nation's economic welfare than close 
and skeptical scrutiny of all new m111tary 
expenditures to determine whether they are 
really needed. 

Mr. HART. Mr. President, will the 
&enator yield me 2 minute3? 

Mr. RIEGLE. I yield. 
Mr. HART. I thank the Senator from 

Michigan for yielding. 
Mr. President, I intend to vote against 

this committee's resolution because it 
perpetuates budget deficits at a time 
when both the President and the Con
gress have promised the American peo
ple a balanced budget. I have supported 
much of the President's economic 
program. The few differences are serious 
differences nonetheless. They compel my 
opposition to the resolution as a whole. 

From the beginning, I have supported 
four of the five parts of the President's 
economic program: 

First I have supported budget cuts 
that w~re near the level the President 
proposed. In some instances, I offered or 
supported substitute cuts. Nonetheless, 
my commitment to eliminating budget 
deficits-as evidenced by my vote and the 
votes of my fellow Democrats in ~uppo~t 
of the reconciliation instruct10n-1s 
clear. . 

Second, I support legitimate mcre'ases 
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in spending for national security that 
are fully as large as the President's re
quest. A number of my colleagues have 
suggested the admin~s[irat ... oll s prJol'd.il1 
be reduced, to encourage the Department 
of Detense to undenake management 
and administrative e:fliciencies. Such im
provements are possible and desirable, 
but the funds involved are urgently 
needed for other national security pro
grams that the administration has not 
provided for su:fliciently, such as im
proved readiness, military pay, and 
naval capability. 

Third, I have supported reducing or 
eliminating unnecessary Government 
regulation, and proposed a number of 
regulatory reform measures of my own. 
· Fourth, I have supported targeted re
ductions in business taxes to stimulate 
investment. In fact, the tax program I 
offered in the Senate Budget Committee 
provided reductions more than twice the 
level proposed by the administration. 

Finally, while I agree we must reduce 
personal income taxes to offset the effects 
of inflation-and proposed a tax plan to 
achieve that goal, I cannot support the 
fifth part of the President's program
the massive 3-year, across-the-board 
Kemp-Roth personal tax cut. 

My concerns about the likely effect of 
this tax cut on our economy are so strong 
that I cannot, in good conscience, sup
port the 1982 budget resolution. No one 
seriously concerned with reducing infla
tion could support it. It promises a bal
anced budget, and it pretends it can be 
achieved by resorting to the most du
bious accounting and rosy economic 
assumptions. But ultimately Kemp-Roth 
will destroy that hope. 

THE DEFECTS OF "KEMP-ROTH" 

At a time when our economy is reeling 
from new increases in the cost of living 
and interest rates, President Reagan is 
asking us to take a large gamble-one we 
cannot afford. He asks that we risk large 
deficits and higher inflation in the re
mote hope that somehow inflation will be 
cured and productivity increased. As 
Professor Tobin of Yale has noted, 
Kemp-Roth is the laetrile of economics. 
It is no surprise that a vast array of 
liberal and conservative economists have 
agreed "Kemp-Roth" would be a terrible 
mistake in this period of very high in
flation. 

The adherents of Kemp-Roth paint a 
rosy picture. They claim a 3-year, 30-
percent reduction in tax rates will pro
duce an economic renaissance of such 
strength and vitality that the Japanese 
economy will look sluggish by compari
son. 

How this would happen, though, is less 
clear. The administration claims Kemp
Roth will foster a new burst of private 
saving and investment, and thereby pro
vide billions of dollars for productive in
vestment in our capital base. Frankly, 
this seems unlikely. Historically, Amer
icans have saved only a small portion
about 6 percent-of their income from 
any source, including tax cuts; it is hard 
to figure out why Kemp-Roth will in
crease this percentage substantially. 
Therefore, most of the tax cuts will be a 
stimulus for consumotion-and hence 
inflation. · 

Furthermore, even if Kemp-Roth does 
increase personal savings, much of any 
mcrease wiH be invested in assets that 
are unproductive-for example, land, 
commodities and housing. H we are con
cerned with productive investment, we 
are far more likely to achieve it by reduc
ing business taxes and providing direct 
incentives to save. 

As a result, instead of this promised 
economic renaissance, Kemp-Roth could 
as easily lead to an even more troubled 
economy. Looming deficits and stimula
tive tax cuts would increase inflation 
as they weakened our confidence and re
solve. Once again, tight money and high 
interest rates would assume the front 
line of anti-inflation policy. 

This is not a partisan view. It is a con
cern shared by leaders in the financial 
community. Henry Kaufman-an invest
ment banker and probably Wall Street's 
most respected economist-has roundly 
criticized Kemp-Roth. He did so because 
he is convinced it would lead to continued 
deficits. As a result, the entire burden 
of fighting inflation would fall on mone
tary policy and higher interest rates. 
Kemp-Hath, he warns is: 

Exceedingly expansionary, (·and) does not 
pursue a course .that fights inflation vigor
ously .... 

· Already the bond markets have begun 
to confirm Kaufman's prediction. Long
term interest rates, Wall Street's guess 
about the course of inflation, have risen 
steadily as the chances of a 3-year 
Kemp-Roth loom larger. What more elo
quent testimony do we need? 

Some in the administration have tried 
to justify Kemp-Roth on President Ken
nedy's coattails. But the Kennedy tax 
cut of the early 1960's offers no com
parison. It was proposed at a time when 
the inflation rate was 1.5 percent and 
inflation was not even considered a prob
lem. And the Federal deficit that year 
was $5.9 billion, about one-tenth what 
it is today. 

The Kemp-Roth version of supply
side economics represents an illusory 
rainbow that leads to a nonexistent pot 
of gold. Higher inflation and larger defi
cits lie at the end of this rainbow in
stead. We cannot afford to try this ex
periment. Adoption of Kemp-Roth at 
this time would hurt the economy, for a 
number of reasons: 

First, it would be seriously inflation
ary. 

It would spur consumption-not sav
ing-in an economy that has no need for 
$50 billion in excess demand. At a time 
when our Nation plans and needs sub
stantial increases in defense, it would be 
a grave mistake to stimulate private 
consumption as well. We made that mis
take in the 1960's, and most economists 
agree the result began the inflationary 
disease we're racked with today. 

It would also continue high Govern
ment deficits and Government borrow
ing. Unless equally massive spending 
cuts can be found and enacted to offset 
the $150 billion or more in lost revenues, 
adoption of the Kemp-Roth program 
would, over 3 years, guarantee deficits 
billions of dollars larger than any we 
have seen. One economic simulation 
performed for the Joint Economic Com-

mittee estimated a fiscal year 1984 deft
cit of almost $110 billion. Others are 
more moderate but still disturbing: The 
Congress~onal Budget o:m.ce estimated a 
de.flcit of $77.9 billion based upon the 
spending cuts identified thus far. 
Whether one chooses estimates that are 
optimistic or pessimistic, it is obvious 
Kemp-Roth would strlke a death blow 
to our-and President Reagan's-hopes 
for a balanced budget. 

Budget deficits are certainly not the 
only cause of inflation, but they do mean 
more Government borrowing in compe
tition with farmers, small businesses, 
homebuilding, and other sectors of the 
economy. At a time when the President 
and the Congress have promised a bal
anced budget-to instill confidence in 
our abillty to control both our Govern
ment and our economy and to reduce 
Government borrowing that maintains 
high interest rates-any proposal that 
guarantees inflationary budget deficits 
for at least 4 more years ought to bear a 
heavy burden of proof. 

Second, Kemp-Roth is unfair, in .that 
most of its benefits go to those who are 
already well-off. Although portrayed as 
a "30-percent cut for everyone," the ef
fect of Kemp-Roth is to reduce taxes of 
the wealthy far more than for the rest 
of us. Fully 30 percent of the reduced 
tax burden would accrue to taxpayers 
earning more than $50,000 per year. In 
the tax bill proposed by the Senate Fi
nance Committee last year, by contrast, 
the comparable figure was 18 percent. 
It is hard to justify a tax cut that pro
vides more for the wealthy than for the 
average worker and the poor at a time 
when inflation takes so harsh a toll on 
all. 
KEEPING FAITH WITH THE AMERICAN PEOPLE 

As the President has so rightly ob
served, our economic success depends 
critically upon our faith and resolve. 
Americans must have confidence in the 
forthrightness of the Government and 
the strength of the economy if they are 
to accept the sacrifices involved in wage 
and price restraint, and in saving instead 
of consumption. How can this confidence 
be maintained when promises of a bal
anced budget give way to a Federal deft
cit equal to $500 for every man, woman, 
and child in the country? 

We cannot balance the budget by put
ting in more promises-a promise to find 
new cuts, a promise that the economy 
will behave perfectly. We have been 
promising a balanced budget for too long. 
Our task now is to enact one. We must 
demonstrate-not promise-that we can 
eliminate deficits before we turn to large 
personal tax cuts. 

I am voting against the promise of 
illusory budget cuts and rosy economic 
assumptions. My vote is a vote against 
a tax program that is inflationary and 
unfair and that will not encourage sav
ing and investment. It is a stand against 
telling the American people they Will 
have a balanced budget 3 years hence, 
when nearly every respected economist 
tells us we will not, and against a pro
gram of continued deficits, high interest 
rates, heavy Government borrowing, and 
continued inflation. 

Mr. President, the issue is a simple one 

. 
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in this resolution: It is the issue of the 
individual tax cuts. There is no support
ing economic data to justify the conclu
sion that an across-the-board, 3-year, 
10-percent reduction in personal taxes 
will lead to a balanced budget in the near 
term. In fact, all the economic data 
reaches the opposite conclusion. 

If that is the case, and we have budget 
deficits in 1983 and 1984 and into the 
mid-1980's, we will continue to have high 
rates of inflation. 

We will continue to have high interest 
rates, and that will lead to massive bank
ruptcies in the housing, automobile, agri
culture, and small business communities. 

Mr. President, we cannot afford this at 
this time. The issue is not whether we 
should cut taxes. The issue is the timing. 
To suggest the massive ldnd of program 
of individual tax cuts that are untargeted 
and unspecified in their incentives for 
savings and investment, with the hope 
that the recipients of the tax cut will in
vest in response, is not being fair with 
the American people, in my judgment, 
and it is not a proper exercise of discre
tion on the part of the administration or 
Congress. 

At such time as we have eliminated or 
seriously reduced the deficit, when inter
est rates have come down, when we have 
kept faith with the American people, 
then there will be plenty of time to re
duce individual tax cuts in the nature of 
what the President is proposing. 

In the meantime. these tax cuts are the 
wrong cuts at the wrong time and under 
the wrong circumstances. They are cuts 
pursuing a promise at the end of a rain
bow which cannot be met. Therefore, I 
must oppose this resolution on that 
ground. 

The PRESIDING OFFICER <Mr. WAR
NER) • Who seeks recognition? 

Mrs. KASSEBAUM. Mr. President, in 
response to the Senator from Michigan, 
I point out that we debated this matter in 
the Budget Committee on many of the 
points he has raised regarding his 
amendment. We have both sought to 
bring the best scrutiny to the defense 
budget as well as all other aspects of the 
budget. 

However, I believe that in addressing 
these tssues now, we are only going 
through an exercise that we have been 
through several times, not only in the 
debate on reconciliation but also on other 
numerous votes we have taken-a very 
similar vote having been on the Bradley 
amendment, just recently. 

While I share many of the concerns 
the Senator from Michigan raises, these 
aspects have been thoroughly debated; 
and I believe that at this point it would 
be attempting to circumvent the numer
ous expressions of support we have al
ready seen expressed in the votes on 
the floor. 

Tho PRESIDING OFFICER. Does the 
Senator from Kansas wish to proceed? 

Mrs. KASSEBAUM. Mr. President, I 
am ready to yield back w.hatever time 
might remain on this side. 

Mr. RIEGLE. Mr. President, let me 
add a few thoughts. 

First of all, I have great regard for 
the Senator from Kansas. I do not relish 
being on the opposite side of e. debate 

from the Senator. I know we have a 
shared concern about these issues, 
w.hatever our difference on this particu
lar amendment. 

Nevertheless, I want to make several 
points. Numerous reports by GAO and 
other analysts have demonstrated that 
our principal need in military spending 
right now is combat readiness of exist
ing forces and equipment. The need is 
constantly overlooked in our preoccupa
tion with new systems. The need was 
highlighted w.hen the Iranian rescue 
mission floundered on equipment fail
ures. The stories of our lack of readiness, 
of our lack of conventional strength, are 
legion. Yet funds are being poured into 
exotic new ideas, the neutron bomb and 
other new nuclear weapons costing tens 
of billions of dollars. 

In fact, U.S. News & World Report re
cently had a cover story on the waste in 
the Pentagon. The cover s.howed the 
Pentagon and a whirlwind of money go
ing down into its top. The accompanying 
article detailed the structure of waste in 
defense spending. 

But the Budget Committee would 
throw money at the Defense Depart
ment. Many Senators have said that, in 
the past, we have thrown money at so
cial programs. That is no justification 
for abandoning prudence in defense 
spending. 

It just does not make sense to rip up 
Conrail, which provides a freight system 
of strategic importance to the Nation 
and vital importance to 40 percent of 
our industrial base. There is absolutely 
no guarantee that we can maintain serv
ice in many areas that are now covered. 

I think there are strategic implica
tions to that, but the Budget Committee 
would have us scrap that system and 
send the money over to the Pentagon. • 

The committee takes the same ap
proach to EDA's economic development. 
We are going to shut that down and 
send that money over to the Pentagon. 

T.he committee would cut Pell grants. 
It would cut student loans. It would pro
vide little for jobs for displaced workers. 
It would cut low-income energy assist
ance. It would cut school lunches. It 
would cut veterans' health facilities. It 
would divert the money to the Pentagon. 

I feel strongly about this because my 
State is the hardest hit of any of the 50 
States in terms of economic misery. But 
the economic stimulus of this defense 
spending increase will not be spread 
evenly across the 50 States. Waste in de
fense spending would not be justified 
even if it were, but it is not spread with 
any degree of equity. The benefits are 
concentrated in certain areas. The 
American industrial heartland, which is 
in desperate trouble and needs help in 
positive ways, is told, "Sorry, we cannot 
respond to your problem because we need 
this money to pile up more nuclear 
weapons." 

We need economic stimulus in the 
cities of this country. We need it in 
Detroit, New York, Los Angeles, and 
other places. That is where we should be 
targeting our resources. 

So, this amendment would merely 
bring a small decrease in the military 
increase. 

It would reallocate those funds to other 
kinds of strategic investments in the fu
ture of this country and our people. Such 
investments would give us strength be
yond nuclear weapons. 

We are in the process right now of 
moving our defense industries, our basic 
industrial base offshore to other nations. 
We are moving them offshore to Japan. 
We are moving them offshore to Korea, 
to South America, and to other places. 
This just speeds up the weakening of this 
Nation. 

Some people think we can just become 
a service economy with a tremendous 
Defense Establishment that picks up the 
defense tab for the whole rest of the 
world. I think that is a route to economic 
ruin. It is the road we are on today, and 
it troubles me very much. 

Mr. President, I ask for the yeas and 
nays on my amendment. 

The PRESIDING OFFICER. Is there 
a sufficient second? 

There is a sufficient second. 
The yeas and nays were ordered. 
Mr. LEVIN. Mr. President, I rise in 

support of the amendment by my dis
tinguished colleague from Michigan to 
reduce the national defense function of 
the first concurrent resolution on the 
budget for fiscal year 1982 by $600 million 
and to distribute this amount to increase 
the functions devoted to income secu
rity, veterans, and transportation. 

In supporting this amendment to 
make a modest reduction in defense 
spending, I can, as a member of the 
Committee on Armed Services assure my 
colleagues that the military preparedness 
of our Nation will in no way suffer from 
its passage. 

This is because, even with passage of 
the Riegle amendment, the large amount 
of money still in the national defense 
function represents a massive increase 
in our annual defense spending which 
will finance many improvements in our 
military strength. 

I have opposed "transfer amend
ments" in the past that have carved bil
lions out of the defen:;e funct:on andre
allocated them to social programs. Such 
amendments are usually very non
specific in their intent-both as to where 
funds are to be cut and added. 

Mr. President I support this amend
ment for two reasons: 

First, as a member of the Committee 
on Armed Services, I have spent the last 
2% years sitting through hearings and 
committee markups evaluating the hun
dreds of military research and develop
ment, procurement, and operations, and 
maintenance programs which comprise 
our defense budget. I know full well that 
there are specific programs in this budg
et function before us which are marginal, 
duplicative or unnecessary to maintain 
and improve our military capabi11ties. 

The sum total of specific and identifi
able reductions which I consider would 
be valid without harming our national 
security far exceeds the $600 million 
total embodied in the Riegle amend
ment. Such militarily justifiable reduc
tions include more than $600 million 
alone for long-lead funding for another 
nuclear aircraft carrier, about $530 mil
lion to continue procurement of the 
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Roland Army air defense system and 
$200 million to finance redundant and 
overlapping management and adminis
trative support activities within DOD 
and the armed services. These specific 
programmatic reductions total $1.33 
billion. 

In fact, I will be proposing an amend
ment to eliminate the $200 million in 
duplica,tive funding when the Senate 
considers the fisca11982 Defense Author
ization Act later this week. Such an 
amendment would target this reduction 
to prevent readiness-related spending 
from being negatively affected. 

The specific suggestions I have just 
made to support the Riegle amendment 
indicate that, as far as I am concerned, 
it too is a targeted reduction. 

Second, as I have alluded to before in 
this statement, the overall size of the mil
itary budget contained in this national 
defense function itself creates a special 
set of circumstances the Senate should 
consider. 

This budget represents one of the larg
est annual totals for defense allocated 
since World War II. Many of the pro
grams it supports are needed to make up 
for years of past neglect--especially in 
the nuts-and-bolts areas of spare parts 
and war reserve stocks. 

However, to fund these needed oro
grams, the Congress and the Federal 
Government have begun the most sweep
ing restoration of Government spend
ing priorities since the Great Depression. 

In some areas, Congress even has ex
ceeded the executive branch in its zeal to 
"turn the world upside down," and in its 
enthusiasm I think we have gone too f"~r. 
We have poked many holes in the "safety 
net" of social programs which President 
Reagan promised will remain to support 
the health and welfare of the truly needy. 

I do not disagree that we have to elim
inate the waste and "fat" in our domestic 
programs, and that we have to make the 
Government more responsive to the needs 
and desires of the American people to re
duce its intrusion into their lives. But I 
disagree with those who contend that 
these needs and desires reouire the Gov
ernment to ~h~rk it.8 b~~ic rec;ponsibilities 
to provide for the life, liberty, and happi
ness of those who cannot help them
selves. 

It is for that reason why I think that 
the modest amount reallocated to domes
tic pr0gr::tmc; bv th~ R;eP.:le ~mendment 
are appropriate, albeit slight, increases 
to these budget functions . This realloca
tion attempts to plug some of the more 
ganing ho1es in Pre~inent Re~.g~,n's social 
safety net and to help our Government 
meet its basic responsibilities for the 
public good. 

The PRESIDING OFFICER. Who 
:v;~1 rlc:: t'....,"? Jf :nn nne yields time the 
time will run equally. ' 

May I innu're of the managers of the 
resolution to vield back the time? 

Mr. RIEGLE. Mr. President, I yield 
back the rem::tinder of my time. 

Mrs. KASSEBAUM. Mr. President I 
yielded back earlier all the time I h~. 

The PRESIDING OFFICER. I thank 
the distinguished Senator from Kansas 
and the Senator from Michtgan for hav
ing Yielded back their time. 

All time having been yielded back, 
the question is on agreeing to the 
amendment of the Senator from Michi
gan. On thts question, the yeas and 
nays have been ordered, and the clerk 
will call the roll. 

The legislative clerk called the roll. 
Mr. STEVENS. I announce that the 

Senator from Maryland <Mr. MATHIAS) 
is necessarily absent. 

Mr. CRANSTON. I announce that the 
Senator from Nevada <Mr. CANNON) is 
necessarily absent. 

The PRESIDING OFFICER (Mr. 
GoRTON). Are there other Senators in 
the Chamber desiring to vote? 

The result was announced-yeas 17, 
nays 81, as follows: 

(Rollcall Vote No. 108 Leg.) 
YEAB-17 

Bumpers 
Cr.a.nston 
Eagl-eton 
Hatfield 
Inouye 
Kennedy 

Leahy 
Levin 
Matsunaga 
Metzenbaum 
Mitchell 
Pell 

NAYB-81 
Abdnor Exon 
Andrews Ford 
Armstr<mg Gam 
Baker Glenn 
Baucus Goldwater 
Bentsen Gorton 
Biden Grassley 
Boren Hart 
Boschwitz Hatch 
Bradley Hawkins 
Burdick Hayalca.W18. 
Byrd, Heflin 

HarryF.,Jr. Heinz 
Byrd, Robert c. He:ms 
Chafee Holl1ngs 
Chiles Huddleston 
Cochran Humphrey 
Cohen Jackson 
D'Amato Jepsen 
Danforth Johnston 
DeConcini Kass:ebaum 
Denton Kasten 
Dixon Laxal t 
Dodd Lcmg 
Dole Lugar 
Domenicl Mattingly 
Durenberger McClure 
East Melcher 

Riegle 
Sarba.nes 
Tson.ge.s 
Weicker 
Williams 

Moyniha.n 
Murkowski 
Nickles 
Nunn 
Packwood 
Percy 
Pressler 
Pro:xmire 
Pryor 
Quayle 
Randolph 
Roth 
Rudman 
Sasser 
Schmitt 
Simpson 
Specter 
Sta.tro.rd 
Stennis 
Stevens 
Symms 
Thurmond 
Tower 
Wallop 
Warner 
Zorinsky 

NOT VOTING-2 
cannon Math'Las 

So Mr. RIEGLE'S amendment (UP No. 
89) was rejected. 

ORDER OF PROCEDURE 

Mr. BAKER. Mr. President, I move to 
reconsider the vote by which the amend
ment was rejected. 

Mr. LEAHY. Mr. President, I move to 
lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. BAKER. Mr. President, may we 
have order in the Senate? 

The PRESIDING OFFICER. The Sen
ate will be in order. 

Mr. BAKER. Mr. President, it is now 
5:20, and there is an order for final dis
position of this measure at 7 o'clock. 

Mr. STENNIS. Mr. President, may we 
have quiet so we can hear the distin
guished majority leader? 

The PRESIDING OFFICER. The Sen
ate will please be in order. Senators wish
ing to converse will please retire to the 
cloakrooms. 

Mr. BAKER. Mr. President, I thank 
the Chair and the Senator from Missis
sippi. Mr. President, I was about to say 
that, in looking over the list of the 

amendments which are to be offered and 
which have been sequenced, I find the 
btcvens amendment is next, on which 
there is a 20-minute time limitation 
equally divided, to be followed by the 
Sasser amendment on which there is a 
50-minute limitation, I believe, equally 
divided. I am sorry, the Metzenbaum 
amendment and then the Sasser amend
ment. 

Some have indicated the possibility 
that there might be an amendment in 
the second degree to one or more oi those 
amendments. I wonder if I can inquire at 
this time if there is such an intention to 
offer an amendment in the second degree 
to the amendment. of Mr. STEVENS, to the 
amendment of Mr. METZENBAUM, or to 
the amendment of Mr. SASSER so we can 
get a better idea of where we stand on 
time. 

Mr. ROBERT C. BYRD. Mr. President, 
Mr. RIEGLE does intend to offer an 
amendment in the second degree to the 
amendment by Mr. STEVENs. I have not 
talked to Mr. RIEGLE about cutting back 
on his time, but he is in the Chamber. 
Perhaps he can indicate the time re
quired for the amendment in the second 
degree. I would then hope to get an 
order to that effect. 

Mr. BAKER. I thank the minority 
leader. I join in hoping that, in view of 
the work yet to be done, the Senator from 
Michigan might consider reducing the 
time, the 1 hour to wh!ch he is entitled, 
on the amendment in the second degree. 

Mr. RIEGLE. Mr. President, I am pre
pared to do that. I believe 40 minutes 
equally divided would be adequate. 

Mr. BAKER. Mr. President, I make 
that reouest, that on the amendment in 
the second degree bv the Senator from 
Michigan, which is to be offered to the 
amendment by the Senator .from Alaska 
<Mr. STEVENS) , there be a limitation of 
40 minutes. e11ually divided. 

The PRESIDING OFFICER. Without 
objection. it is so ordered. 

Mr. BAKER. Mr. President, are there 
anv other second-degree amendments 
which are to be proposed to amendments 
which have been sequenced? 

Mr. PrPsident, I yield to my colleague 
from Tennessee. 

Mr. SASSER. Mr. President, I suspect 
we could disnose of my amendment in 30 
minutes, with 15 minutes to a side, 
eauallv divided. 

Mr. BAKER. Mr. President, I thank 
the Senator from Tennessee. ':Vith his 
concurrence, then, Mr. President, I make 
the requec;t that the time for the amend
ment of the Senator from Tennessee be 
reduced from 50 minutes to 30 minutes, 
equally divided. 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

Mr. BAKER. I thank all Senators. 
Mr. President, i.f there are no other 

amendments that we do not know of, it 
appears that we may be able to reach 
the final phases Of thjs matter as sched
uled. I thank all Senat.ors who made it 
possible for us to do that. 

UP AMENDMENT NO. 90 

The PRESTDING OFFICER. Under the 
previous order, the Senate will now pro-
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ceed to the consideration of the Stevens 
amendment. 

Mr. STEVENS. Mr. President, my 
amendment is at the desk. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from Alaska (Mr. STEVENs), 

for himself, Mr. WARNER, Mr. DURENBERGER, 
Mr. MuRKOWSKI, Mr. DoMENICI, and Mr. 
MATTINGLY, proposes an unprinted amend
ment numbered 90: 

On page 2, line 16, delete "$775,100,000,000" 
and insert in lieu thereof "$775,900,000,000." 

on page 2, line 21, delete "$699,100,000,000" 
and insert in lieu thereof "$700,800,000,000." 

on page 3, line 4, delete "$48,800,000,000" 
and insert in lieu thereof "$50,500,000,000." 

on page 3, line 9, delete "$1,091,200,000,-
000" and insert in lieu thereof "$1,092,000,-
000,000." 

On page 3, line 10, delete "$1,154,300,000,-
000" and insert in lieu thereof "$1,155,100,-
000,000." 

On page 3, line 11, delete "$1,197,600,000,-
000" and insert in lieu thereof "$1,198,400,-
000,000." 

On page 3, line 15, delete "$91,400,000,000" 
and insert in lieu thereof "$92,~00,000,000 ." 

On page 4, line 6, delete "$225,400,000,000" 
and insert in lieu thereof "$226,200,000,000." 

On page 4, line 7, delete "$188,000,000,000" 
and insert in lieu thereof "$188,800,000,000." 

On page 8, line 21, delete "$237,300,000,000" 
and insert in lieu thereof "$238,200,000,000." 

Mr. STEVENS. Mr. President, the 
amendment I have introduced is to re
tain the March 1982 cost-of-living ad
justment for civil service and military re
tirees. Under the assumptions of this 
budget resolutions, civil service and mili
tary retirees would not receive an infla
tion adjustment for 18 months. My 
amendment conforms the resolution to 
the President's proposal and to the ac
tion of the Governmental Affairs Com
mittee, which reduces the frequency of 
such adjustments from twice to once a 
year. Assuming the Congress adopts the 
President's proposal, civil service and 
military retirees will receive their next 
adjustment in March 1982. The current 
language in this resolution would defer 
that adjustment to October 1982. 

Mr. President, my amendment would 
restore $800 million to function 50 for 
the military and $900 million to function 
600 for the civil service. Although I op
posed annualizing the cost-of-living ad
justments for Federal retirees, the Gov
ernmental Affairs Committee reported 
out legislation to do so. Prior to the com
mittee's decision on the cost-of-living ad
justments, I had introduced an alterna
tive formula which was the subject of a 
hearing before our subcommittee. The 
consensus of the witnesses was they 
would prefer annualization over my pro
posal if they must choose. However, it 
was clear that the affected parties were 
going to experience a hardship from 
annualization. 

Many feel that Federal retirees are 
living in luxury. However, approximately 
one-half of those on the Federal retire
mont. roles receive under $600 a month, 
which amounts to a "whopping" sum of 
$7,200 a year. Annualizing the cost-of
living adjustments will reduce the aver
age annuitants income by $300 a year. If 
their next adjustment were deferred to 
September 1982, the same annuitant 

would lose an additional $600 a year. I 
think we all agree, enough is enough. I 
urge adoption of this amendment. 

Mr. President, I stand ready to answer 
any queS'tlons any Member o! the Senate 
might have concerning this. I am in
debted to my good friend from New 
Mexico for cosponsoring 'the amendment 
and for the discussion I have had with 
Senator HoLLINGS, of South Carolina, 
who, as I understand it, is prepared to 
accept the amendment. 

Mr. DOMENICI. Mr. President, the 
Senator is correc·t. I am a co3ponsor. I 
commend him for this amendment. 

Actually, Mr. President, as I view this 
amendment, when the Senate voted for a 
change 'in the cost-of-living index and/ 
or for social security solvency reform, 
from my standpoint, there was a ·techni
cal error. I really did not understand, 
when we were voting on that, 11ihat we 
were voting for ·the same kind of exten
sion of the adjustment dwte for those who 
a.re now getting a ·twice-a-year cost-of
living increase; we had :already ordered, 
by :the reroncilia;tion, that those twice-a
year COLA's be changed •to once a year. 
So what we were doing was not only 
ordering rthe Committee on Govern
mental Affairs to change that from twice 
a year to once a year, but from my 
standpoint, we were mis'liakenly includ
ing a 6-month deferral .as to the indexa
tion increment by moving them •to Octo
ber. They were already, many of them, 
going to go without a cost-of-living in
crease because they were being changed 
from •twice ·to once-that is, annually. 

In addition, they do not all come due 
BJt the same time. 

In terms of the rest of the savings 
that the Governmental AtfaiTs Commit
tee was ordered to make-they have also 
been ordered to save some substantial 
sums in other areas-they have done so. 

Mr. President, I support the amend
ment. I do not wish to ask the added 
s·acrifices by Federal retired employees, 
whom we already atfer.ted by Teconcilia
tion. 

Mr. STEVENS. Mr. Presiden1t, the Sen
ator is right. What this does is annualize 
all of those who are retired who are en
titled to a cost-of-living adjustment. 

Mr. DOMENICI. Mr. President, it is 
correct also that, pursuant to the recon
ciliation instruction, if they were receiv
ing an adjustment twice a year, they will 
now only receive it once per year. So 
we have already made a significant 
change to save substantial money. To 
delay their increase additional months 
to get it on an October dat.e would really 
not be desirable. 

Mr. STEVENS. I thank the Senator. 
I yield to the Senator from Virginia, 

Mr. President. 
Mr. '\VARNER. Mr. President, I join 

with the distinguished Senator from 
Alaska as a cosponsor of this amend
ment. I commend the distinguished 
manager of the budget resolution, the 
Senator from New Mexico <Mr. DoMEN
ICI), for his clarification of the vote 
that was taken last Friday, a vote in 
which I participated in support of the 
manager's position. 

Mr. President, the flrst concurrent 
resolution on the budget, with the direc-

tions of the President, is for the pur
pose of reducing inflation, which is the 
blggest enemy to any retiree. The Holl
ings amendment would go much farther 
in my judgment. It would make Federal 
retirees wait 18 months for their next 
raise. The Stevens amendment corrects 
this "double whammy" effect. It is for 
that reason that I support it. 

This is vnly fair, Mr. President. Fed
eral retirees should help with the very 
important task of controlling inflation, 
and restoring our economy's health. But 
they should not have to do more than 
their fair share-and this amendment 
will insure that they do not. 

Mr. STEVENS. Mr. President, I am 
prepared to yield back the remainder of 
my time if the manager on the other 
side is prepared to yield back the re
mainder of his time so that Senator 
RIEGLE may offer his amendment. 

Mr. KENNEDY. Will the Senator yield 
for a question? I would like to ask the 
Senator a question on his time. 

Mr. STEVENS. Certainly, Mr. Presi
dent. 

Mr. KENNEDY. Mr. President, I am 
interested in why the Senator did n'ot 
include the social security recipients in 
his amendment. 

Mr. STEVENS. The intent of the Holl
ings amendment was that we would, in 
this resolution, annualize Federal re
tirees and adjust all retirement income 
by the lower of the CPI or wage index. 
What this does is say that these people 
who got their cost-of-living adjustment 
in March of 1981 need not wait until Oc
tober of 1982-in other words, until fis
cal 1983-in order to get their next pay
ment because we agreed to annualize. 

This amendment does not address the 
social security recipient at all. It merely 
carries out the decision which I under
stood was made and was followed up by 
the Governmental Affairs Committee to 
annualize the Federal retirees. Rather 
than having a twice-a-year adjustment, 
they will have a once-a-year adjustment. 
That means the civil service and military 
ret:rees must get theirs next March. 

Mr. KENNEDY. On this point, Mr. 
President, it seems to me that what the 
Senator from Alaska is attempting to do 
is eliminate the inequities to the Federal 
retirees and some other personnel. I am 
just wondering why the case is not as 
compelling to eliminate the discrimi
nation against the social security recip
ients as well, just in terms of time. 

Mr. STEVENS. Mr. President, social 
security recipients will get their coc;t-of
living adjustment in October of 1982 and 
October of the following year. They will 
be treated the same way as civil service 
retirees who got their adjustment in 
March and will get it next March. This 
treats them all alike. 

Mr. KENNEDY. It was July when they 
received it. 

The PRESIDING OFFICER. The time 
of the Senator has expired. 

Mr. KENNEDY. Is it not a fact that 
the social security recipients receive 
their COLA in July and that as the reso
lumon now reads, there would be a delay 
beyond July 1982 for the social security 
recipients? In this respect, the social se
curity recipients are being treated just 
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as unfairly as Federal retirees, if we call 
the delay the Senator from Alaska seeks 
to adjust unfair to these workers. 

Mr. STEVENS. It is this Sen8itor's in
tent to simply conform the assumptions 
in this resolution to the bill that has 
come out of the Governmental Affairs 
Committee-that is, to annualize this 
rather than have it twice a year. I be
lieve in the twice-a-year adjustment, but 
I lost that, and I do not see any reason 
for going any further. The unfortunate 
interpretation of the language in this 
resolution would have meant that the 
civil servfce and military retirees would 
have gone 18 months instead of 12 
months before receiving an adjustment. 
That is the sole thing I am trying to cor
rect in this amendment. 

Mr. KENNEDY. I thank the Senator 
for his response. 

The PRESIDING OFFICER. The Sen
ator from West Virginia has time. 

Mr. ROBERT C. BYRD. Mr. President, 
how much time remains? 

The PRESIDING OFFICER. Eight 
minutes and 40 seconds. 

Mr. ROBERT C. BYRD. I yield 8 min
utes to Mr. RIEGLE on this amendment, 
if he wishes to use it. He may yield it to 
Mr. KENNEDY or anyone else. 

Mr. RIEGLE. I thank the Senator. 
Mr. President, is all time yielded back 

on the other side? 
Mr. STEVENS. I am prepared to yield 

back the time on this side, if any re
mains. The Senator could speak at this 
time, if he wished. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, is there any time remai.ning on the 
other side? 

The PRESIDING OFFICER. The time 
has expired. 

Mr. ROBERT C. BYRD. So the Sena
tor has the remainder of 8 minutes to do 
as he wishes. 

Mr. RIEGLE. Mr. President, I under
stand the parliamentary situation is that 
until that 8 minutes is used, I cannot 
submit my amendment. Is that correct? 

Mr. STEVENS. That is correct. 
Mr. ROBERT C. BYRD. The Senator 

can yield it back. 
Mr. RIEGLE. Mr. President, the 

amendment I will offer shortly, in be
half of myself and other cosponsors, will 
be an amendment that is designed to 
correct two major defects in the budget 
resolution now before the Senate, which 
relate to social security and other Fed
eral retirement programs. 

We have debated this issue before. 
The amendment is in a different form, 
which I will explain. This amendment 
would maintain the Senate's support for 
the Consumer Price Index as the meas
ure for calculating cost-of-living allow
ance <COLA> increases for Federal re
tirement programs. In addition, it would 
provide funds to retain the July dates 
for implementing the adjustment-the 
resolution is now based on an assump
tion that the adjustment will be delayed 
until October. So the effect of my 
amendment is to stay with the current 
law. 

I am offering this as a perfecting 
amendment to the Stevens amendment. 
My amendment would incorporate the 

Stevens amendment and the change he 
is asking for. 

I understand what the Senator from 
Alaska is saying. I believe he is correct 
in the effort he makes. 

In addition, we have added language 
that makes it clear that there is no in
tention on my part to have the Appro
priations Committee bear the responsi
bility for absorbing the offsets that are 
set forth here. 

The funds I would restore would be 
fully offset through 1984 with reductions 
in the allowances function < 920) . 

Now, why is this amendment offered? 
The Senator from Alaska has raised this 
issue today because of a concern he has 
about the impact of some of the policy 
changes proposed in the budget resolu
tion. He is aware of how this resolution 
would impact some retired workers. I ab
solutely agree with him on that point. 
The problem is that his concern does not 
go far enough, his amendment would not 
deal with the problem that the budget 
resolut!on would create for millions of 
other retirees. They would be the losers 
if their benefits do not keep pace with 
the Consumer Price Index and if they are 
forced to wait several more months for a 
cost-of-living adjustment of their bene
fits. This budget resolution proposes a 
significant reduction in the incomes most 
retirees would receive under existing law. 

Over the weekend, as I understand 
from phone calls I have received from 
senior citizens in my State and others, 
great concern has grown among the 44 
million retirees in this country. They 
hear the reports, they recall promises 
that were made by the new administra
tion. They are aware of the letter that 
was sent by the administration to the 
minority leader just last week, saying 
that the President has no intention to 
change the Consumer Price Index as the 
basis for calculating the COLA increases 
in social security and these other retire
ment programs. However, they now know 
that the numbers in this document are 
based on the assumption that just such a 
cut in benefits is contemplated. 

The force of the amendment I am of
fering is to make it clear that the senate 
does not support a cut in promised bene
fits. 

The Senate voted overwhelm~ngly just 
a month ago to retain existing law on the 
social security COLA. We voted by a 
margin of 86 to 12 not to make the 
change that is now built into this reso
lution. 

When this issue came up last Friday, 
in much the same form, several Members 
were absent who have strong feelings on 
this matter. They were not able to be 
recorded at that time. They will be Sible 
to be recorded today. 

I believe that an affirmative vote for 
this perfecting amendment is a state
ment of assurance to 44 million retirees 
across this country, to those now head
ing into retirement and to those who 
have made their retirement plans based 
on the existing law. An affirmative vote 
would uphold commitments made during 
the campaign of 1980 and would re·in
force commitments that have been re
peated by the new administration, which 

has said that they intend to maintain 
these programs in force as part of the 
safety net. 

It will say to these retirees that we 
mean to see that that promise and that 
commitment are kept. 

Everyone here knows that inflation 
has been raging out of control in the 
United States. It hurts no one more 
than it hurts senior cit:zens on fixed 
incomes. 

The PRESIDING OFFICER. All time 
on the Stevens amendment has now 
expired. 
UP AMENDMENT NO. 91 TO AMENDMENT NO. 90 

(Purpose: To restore certain cuts 1n Social 
Security and other retirement benefits that 
would result from changes in the cost of 
living adjustment) 

Mr. RIEGLE. Mr. President, I send 
the perfecting amendment to the desk. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from Michigan (Mr. RIEGLE) 

pro;:oses an unprinted amendment numbered 
91 to the Stevens unprinted amendment 
numbered 90. 

Mr. STEVENS. Mr. President, what 
is the time limit? 

The PRESIDING OFFICER. Forty 
minutes, evenly divided, on the amend
ment to the amendment of the Senator 
from Alaska. 

Mr. RIEGLE. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with, as I have 
already undertaken to explain it, and I 
will be happy to explain it as we go along. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
Delete all proposed insertions through 

"$92,200,000,000." on line 14. 
Delete "$238,200,000,000" on line 20 and in

sert in lieu thereof "$244,200,000,000". 
On line 18, after "$188,800,000,000" add the 

following: 
"Notwithstanding any other provision of 

this resolution, the Congress hereby deter
mines and declares pursuant to section 301 
(a) of the Congressional Budget Act of 1974 
that, for the fiscal years beginning on ~to
ber 1, 1\:}81, ootober 1, 1982, and October 1, 
1983, the appropriate level of new budget 
authority and the estimated budget out
Jays for the major functional categories 
National Defense (050), Income Security 
(600), Veterans Benefits and Services (700), 
and Allowances (920) are respectively as 
folJows: 

(1) National Defense (050): 
Fiscal Year 1983: 
(A) New budget authority, $255,000,000,-

000; 
(B) Outlays, $221,800,000,000. 
Fiscal Year 1984: 
(A) New budget authority, $289,900,000,-

000; 
(B) Outlays, $251,000,000,000. 
(12} Income Security (600}: 
Fiscal Year 1982: 
(A) New budget authority, $264,000,000,-

000; 
(B) Outlays, $244,200,000,000. 
Fiscal Year 1983: 
(A) New budget authority, $286,400,000,-

000; 
(B) Outlays, $259,400,000,000. 
Fiscal Year 1984: 
(A) New budget authority, $306,800,000,-

000; 
(B) Outlays, $276,700,000,000. 
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(13) Veterans Benefits and Services (700) • 
Fiscal Year 1982: 
(A) New budget authority, $24,600,000,000; 
(B) Outlays, $24,000,000,000. 
Fiscal Year 1983: 
(A) New budget authority, $25,600,000,000; 
(B) Outlays, $25,200,000,000. 
Fiscal Year 1984: 
(A) New budget authority, $26,600,000,000; 
(B) Outlays, $26,100,000,000. 
(18) Allowances (920): 
Fiscal Year 1982: 
(A) New budget authority, -$1,000,000,-

000; 
(B) Outlays, -$7,800,000,000. 
Fiscal Year 1983. 
(A) New budget authority, -$20,800,000,-

000; 
(B) Outlays,- $27,600,000,000. 

Fiscal Year 1984: 
(A) New budget authority, -$27,900,000,-

000; 
(B) Outlays, -$35,000,000,000. 
Notwithstanding any other provision o! 

this resolution and pursuant to section 304 
o! the OOngressional Budget Act of 1974, 
the paragraphs o! section 2 o! H. Con. Res. 
448 relating to the major functional cate
gories Income Security (600) and Allowances 
(920) are revised as follows: 

(12) Income Security (600); 
(A) New budget authority, $250,200,000,-

000; 
(B) Outlays, $230,300,000,000. 
(18) Allowances (920); 
(A) New budget authority, $0; 
(B) Outlays, -$600,000,000. 
It is the sense o! Congress that savings 

anticipated in !unction 920 for fiscal year 
1981 and fiscal year 1982 shall not be allo
cated to any committee pursuant to Sec. 302 
o! the Congressional Budget and Impound
ment Control Act of 1974, until after the 
Congress adopts a Second Concurrent Reso
lution on ·the Budget !or Fiscal Year 1982. 

Mr. RIEGLE. Mr. Presiident, I will 
make one other point, and I will yield 5 
minutes to the Senator from Massachu
setts. 

The inflation that is ravaging this 
country is hurting senior citizens more 
than any other group. They are the ones 
who are on fixed incomes, in most in
stances. They are the ones who, in many 
cases, are unable to seek work or to take 
work to generate additional income. 
Many are alone. Many are in poor health. 
Many have very high costs for medical 
care. Many of them are in older dwelling 
units which are poorly insulated. Many 
are in areas where, because of intense 
cold in some seasons of the year or in
tense heat in other seasons are unable 
to meet their utility bills. In many cases, 
they are not able to eat adequately. 

We have data to show that more and 
more senior citizens in the United States 
are slipping into poverty, in large part 
because of the inflationary pressure that 
is underway. That is why the Consumer 
Price Index adjustment is critical. 

We have to keep these benefits abreast 
of consumer price increases. 

Some claim that that index can be 
perfected. That is a serious issue. Let us 
look at that question. Let us have hear
ings. Let us discuss it. Let us consider 
recommendations from the administra
tion and others. 

But let us not move here to change 
basic national policy by sneaking as
sumptions into budget resolutions. 

Let us not suddenly rip away both this 

part of the safety net and that solemn 
pledge to the seniors of this country. Let 
us not undermine what they thought 
they could depend upon. 

I think they should be able to depend 
upon a steady commitment from Con
gress. We have a chance here to honor 
that commitment and to honor that 
pledge by supporting this amendment. 

Mr. President, I ask for the yeas and 
nays on the Stevens amendment. 

The PRESIDING OFFICER. Is there 
a sufficient second? 

Mr. STEVENS. On the Stevens amend
ment or the Riegle amen~ment? 

Mr. RIEGLE. I am asking for the yeas 
and nays on the Stevens amendment at 
this point. 

The PRESIDING OFFICER. That re
quires unanimous consent. 

Mr. STEVENS. Mr. President, will 
the Senator let me use some of our time 
on this amendment? 

The PRESIDING OFFICER. The Sen
ator from Michigan has the floor at this 
point, but it is not in order for him to 
ask for the yeas and nays at this point 
on the Stevens amendment. 

Mr. STEVENS. No. 
Mr. RIEGLE. Mr. President, I ask for 

the yeas and nays on my amendment 
then. 

Mr. STEVENS. On his amendment, 
yes. 

The PRESIDING OFFICER. Is there 
a sufficient second? 

There is a sufficient second. 
The yeas and nays were ordered. 
The PRESIDING OFFICER. The Sen

ator from Michigan has the floor. 
Mr. RIEGLE. Mr. President, I yield 

5 minutes to the Senator from Massa
chusetts. 

Mr. KENNEDY. Mr. President, I join 
my colleague in urging that the Senate 
accept this amendment in the final few 
hours or so of discussion and debate on 
the budget resolution, and I wish to just 
very briefly underline what I think is the 
basic issue in this debate. 

When the President went before the 
American people not many weeks ago 
he proposed an economic program which 
he said would deal with the .problem of 
inflation, which would bring America 
back to a position of economic competi
tiveness throughout the world; he said 
that we were not going to ask any group 
in our society to bear an undue burden. 
All of us were going to have to tighten 
our belts. But it was all going to be fair 
and equitable. · 

And if any one group would not be 
asked to do more than their fair share, 
it would be the senior citizens of the 
Naroi.on. I think all of us heard those 
words. Certainly the 44 million Ameri
cans affected by the Budget Committee's 
proposal heard those words. 

Unless we accept the Riegle amend
ment we are going to find that millions 
of Americans are going to find that their 
quality of life diminished to a very im
portant degree. 

It is not fair to ask the senior citizens 
on social security to bear a massive share 
of the burden of carrying the administra
tion's economic program when that pro-

gram is being questioned in the bond 
markets and the money markets every 
day. 

If the Wall Street bankers and the 
leading business economists are ques
tioning that program, is it not a bit pre
mature to strip benefits from S'OCial se• 
curity recipients. 

Let us wait and see what these pro
posals are. Let us wait and see what oc
curs with the economy. But let us not 
take away benefits from the most vul
nerable sector of our population. 

Under the resolution cost-of-living ad
justments under six Federal retirement 
programs would be based upon the low
er of the Consumer Price Index or the 
BLS wage index and the date for apply
ing the adjustment would be shifted for
ward to October 1. 

But let us take a look at the propoSial 
to revise the method of calculating the 
cost-of-living index for social security. 

It seems to be premised on an assump
tion that the elderly really are not ex
periencing the impact of inflation as 
much as the CPI would indicate. 

Well, that happens to be a false 
premise. 

First, let us take food. The CPI esti
mates that food comprises 18 percent of 
the cost-of-living on the average. But 
wha.t do low-income people spend, on 
the average, from their income, not 18 
percent but 35 percent, nearly double. 

Second, let us look at energy. The CPI 
estimates that energy comprises 10 per
cent of what families spend from their 
income. But what do ·the poor people 
and the elderly people spend on energy? 
They spend 25 to 35 percent of their 
income on energy---'S,gain twice as much. 

And finally, what does the CPI esti
mate families spend from their income 
on health care? The CPI calculates that 
they spend only 4.7 percent of their in
come on health care. 

Well, what do the poor people and the 
elderly pay on health care? It is at least 
double that amount Mr. President-9 
percent. 

And what ·are the elements of the CPI 
that have shown the largest increase 
over recent years? Flood, energy, and 
health. 

So before we start penalizing the el
derly by reducing their benefits, perhaps 
we need to do a bit more studying of 
the implications. 

I can think of no better demonstration 
of how the budget process has elevated 
numbers over the interests of the citizens 
of this c·ountry. 

Less than 5 weeks ago we overwhelm
ingly rejected a similar proposal by a 
vote of 86 to 12. Now it has returned in 
an even harsher form. 

It is not the product of ·a comprehen
sive review of Federal retirement pro
grams; it has not been the subject of 
hearings. 

In January OMB Director Stockman 
said we did not have to change COLA 
calculations because administration's 
anti-inflation programs would so dras
tically cut inflation that the budget im
pact of the COLA adjustments would be 
sharply reduced. 
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Mr. President, most elderly citizens 

rely on a combination of Federal retire
ment programs and other nonindexed 
income from private pensions and sav
ings to meet basic needs. One-third of 
total elderly income is represented by 
private pensions and savings. Yet less 
than 3 percent of the private pension 
plans in this country include cost-of
living adjustment. 

An individual who retired in 1974 has 
seen the value of his private pension 
eroded by almost 50 percent in just 7 
years-and because unions are pro
hibited from bargaining for retirees 
those covered by collectively bargained 
pension plans have little hope of seeing 
that lost purchasing power restored. 

I would also remind my colleagues that 
many of the individuals who will be af
fected by the Budget Committee proposal 
are also slated to face reduction in fuel 
assistance payments, reductions in 
health services and reductions in food 
stamps. 

For all these reasons, we can expect 
the poverty rate among senior citizens
which jumped from 13.9 percent in 1978 
to 15.1 percent in 1979, the largest in
crease ever recorded-to continue in
creasing. Nevertheless the budget reso
lution proposes to further erode the in
come of millions of older Americans 
whose only real protection from inflation 
is the indexing of their Federal retire
ment benefits. 

The Budget Committee's proposal does 
not simply reduce benefits to future re
cipients, it is going to take benefits away 
from present recipients. Most of the cost
of-living adjustments under these pro
grams are scheduled to take effect on 
July 1. We are not going to complete 
action on this legislation before the first 
checks reflecting these changes are 
mailed out. So, some time this fall over 
35 million elderly citizens are going to 
have their social security checks reduced. 
In addition, the Social Security Admin
istration will have to recoup overpay
ments made during the intervening 
period. 

Mr. President, the Budget Commit
tee's proposal makes no real sense in 
terms of equity. It is going to reduce the 
only protection the vast majority of re
tirees have from inflation at a time when 
there is no sign inflation is being reduced. 

The PRESIDING OFFICER. The 
Senator's time has expired. 

Mr. KENNEDY. Mr. President, will the 
Senator yield me 2 additional minutes? 

Mr. RIEGLE. Mr. President, I yield 
2 additional minutes to the Senator from 
Massachusetts. 

The PRESIDING OFFICER. The 
Senator may proceed for 2 additional 
minutes. 

Mr. KENNEDY. Mr. President, we can 
talk about safety nets. But without the 
Riegle amendment, 36 million Americans 
who have paid into the social security 
system over the years, who in so many 
instances depended upon it as a lifeline, 
are going to find that they are the ones 
who bear the heavy burden in the fight 
against inflation. 

So I hope that the Riegle amendment 
will 'be accepted. It remedies the previous 
action of the Senate and I think it is 

essential if we are going to be fair and 
equitable to the seniors of this country. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. RIEGLE. Mr. President, I yield 
2 minutes to the Senator from Arkansas. 

Mr. PRYOR. Mr. President, I thank 
the distinguished Senator from Michigan 
for yielding. 

Mr. President, last Friday the distin
guished senior Senator from Michigan 
did offer an amendment in the Chamber 
which proposed to retain the Consumer 
Price Index indexing of cost-of-living 
benefits for the over 37 million civil serv
ice and social security retirees currently 
receiving 'benefits. 

That amendment and the one offered 
this afternoon by Senator RIEGLE attempt 
to protect our retirees from a Budget 
Committee proposal whi~h would, if re
tained in the budget package, place se
vere additional handicaps and financial 
strains on a group of older Americans 
which is already feeling the effect of 
these inflationary times. 

Mr. President, during debate on his 
amendment on Friday, Mr. RIEGLE point
ed out that, althcugh included in the 
Budget Committee's package, this provi
sion does not reflect the President's rec
ommendations for the retirees of our 
Nation. The Senator from Michigan 
pointed out that the Senate would soon 
be in receipt of a comprehensive package 
for social security reform, and that ap
proval of the Budget Committee's provi
sion was, indeed, somewhat premature. 

I think that he was wise then, and I 
think he is wise now in proposing this 
amendment. 

Mr. President, we have now reteived 
the President's social security package 
and while it is still too early to know the 
full impact or merit of his plan, one thing 
is clear, the President today continues, 
it is my understanding, to oppose chang
ing the current CPI-based cost-of-living 
adjustment formula in the social security 
program as a budget savings measure. 
The President does not support the pro
vision currently contained in the Budget 
Committee's resolution to the best of my 
knowledge. 

Mr. President, if we accept the Budget 
Committee's proposal to reduce the fu
ture income of these older Americans, we 
will have broken our promise to them. If 
we tum our backs on them now, we do so 
at our peril. Our Government, no less 
than our Nation and its people, must 
have its word as its bond. 

Our retirees want fairness. They want 
a decent standard of living. They want 
the promises of Government to be kept. I 
have often said that we will not be judged 
by future generations by the buildings 
we build, or by the degree of technology 
we have achieved. We will be judged on 
our ability to support those who have 
worked in their lifetimes to preserve our 
peace and security, and who are now un
able to support themselves. 

The PRESIDING OFFICER. The Sen
ator's 2 minutes have expired. 

Mr. RIEGLE. Mr. President, I ask 
unanimous consent that Senators PRYOR, 
KENNEDY, METZENBAUM, and MATSUNAGA 
be added as cosponsors. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Who yields time? 
Mr. DOMENICI. Mr. President, I yield 

2 minutes to the Senator from Alaska. 
Mr. STEVENS. Mr. President, I think 

the Senators who have just spoken ought 
to realize that the action taken by the 
Finance Committee concerning the social 
security program is yet to come. The 
Governmental Affairs Committee has al
ready acted on the civil service retiree 
problem, and the bill has been reported 
from the committee. 

This resolution, unless it is changed 
pursuant to my amendment, i~ inconsist
ent with the action taken for Federal 
civil service retirees. The Finance Com
mittee has leeway under the budget reso
lution to take a series of options in deal
ing with social security reform, one of 
which is the option that Senator KEN
NEDY has just described. But it is not 
mandated by this resolution. We have 
already taken the action that was man
dated by the previous resolution, and 
this should not be inconsistent with the 
action taken in compliance with the res
olution passed by this Senate to date. 

I hope the Riegle amendment, coming 
at us for the second time, will not be the 
springboard for defeating the change 
that should be made for the thousands 
and thousands of civil service retirees 
who would be inadvertently affected by 
the wording of the resolution as it exists 
today. 

I think my amendment must carry to 
do justice to those people. The Finance 
Committee will deal with the question of 
what recommendations to make to the 
Senate on the social security question. 

Mr. KENNEDY. May I have 30 sec
onds? I just want to give assurance to 
the Senator from Alaska that the Sena
tor from Alaska's amendment is incorpo
rated in the Riegle amendment, because 
I think for the very reasons we do not 
want to be unfair to the Federal employ
ees, the Senator from Alaska has made a 
very worthwhile and valuable point. So 
the Senator from Alaska's amendment is 
included with!n the Riegle amendment. 

What we are trying to make sure of is, 
what. we are trying to be fair about as to 
the Federal and civil service retirees, we 
also want to make sure the other social 
security recipients are treated in the 
same way. 

Mr. STEVENS. Mr. President, if I may 
have 30 seconds more, my point is, Mr. 
President, that the Riegle amendment 
has been defeated before. My amend
ment is new, and I am introducing it to 
correct an inadvertent inequity. 

The PRESIDING OFFICER. The Sen
ator from New Mexico. 

Mr. DOMENICI. Mr. President, I yield 
myself 3 minutes. 

Mr. President, with the exception of a 
slight change, just an arbitrary reduc
tion of $100 million in 1984, which, I as
sume, the Senator from Michigan did so 
that it would not be called an identical 
proposal, with that one exception this 1s 
the proposal he made before that was 
voted down by the Senate. 

It takes the money that is contem
plated, if we assume the Stevens amend
ment is going to pass, and let us assume 
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that for the moment here in the Senate, 
it takes the money that the Budget Com
mittee recommends be saved in the func
tion that includes social security recip
ients, it takes that money and puts it 
down into function 920 and says, "We 
want to leave the same budget numbers 
but we do not want it to come out of 
the Finance Committee in terms of any 
kind of social security reform or other
wise." 

On pure budget matters it is a kind of 
gimmickry at its best. But let us leave 
that alone for the minute. It does have 
some interesting crosswalk language, 
presumably so that some appropriators 
will not be worried that they might not 
have to find all that money in their 
functions, which I would just say for the 
record is totally ineffective. It is nothing 
but some language. But let us leave that 
alone and talk about the issue. 

When we came to the floor with the 
budget resolution, and when Senator 
RIEGLE came along and wanted to strip 
the savings that were contemplated by 
the Hollings amendment, it was being 
said with almost certainty, as if the 
American people ought to get frightened 
to death out there and think that the 
Senate Budget Committee and the Sen
ate have only one way to provide some 
social security solvency reform saving, 
and that is the CPI adjustment-some 
people took to the floor, including the 
distinguished chairman of the Finance 
Committee, wno opposed the Riegle 
amendment, and said he supported it. 

The PRESIDING OFFICER. The Sen
ator has used his 3 minutes. 

Mr. DOMENICI. I yield myself 3 addi
tional minutes. 

The chairman said that these were 
targets and that he thought there might 
be ways to. find the saving. 

Let me tell you what has happened in 
the meantime. In the meantime the 
President of the United States, acting 
through his Secretary, Secretary 
Schweiker, has come forth with a social 
security solvency plan. It does not have 
anything to do with balancing the 
American budget. It happens that, since 
Lyndon Johson, we have put social secu
rity in the integrated budget. The Presi
dent and his people, cognizant of the 
President's commitments on social se
curity, have said the time is now to begin 
social security solvency reform. 

When you take their estimate of what 
they ask us to save in calendar year 1982, 
you find suggestions aimed at the long
term solvency. 

If passed, it saves an amount which will 
be very close to the recommendation of 
the Budget Committee for savings in 
1982, very close to the amount, and even 
higher in savings in 1983 and 1984. 

No one's check is reduced. The early 
retirees who are already vested remain 
vested. 

The point I am trying to make is Sen
ator RIEGLE can insist that the Budget 
Committee making this recommended 
saving, which will be $6 billion if Senator 
STEVENS' amendment passes, $6 billion, 
he can say it means that Americans, the 
older Americans, are going to have their 
cost-of-living adjustment cut. But he 
could be wrong. It need not be done that 

way. Congress may decide to do it after 
appropriate hearings, but the target 
number for saving is realistic, it is 
achievable if Congress is willing to make 
the reforms recommended by this execu
tive package. It might not be the only 
proposal to effect savings. 

It is a vote on whether or not the so
cial security fund, which everyone ac
knowledges has a solvency problem, sig
nificant in nature, whether or not $6 
billion in savings for fiscal year 1982 are 
going to be doable or not. 

I submit it is doable in a number of 
different ways, and the President has 
prescribed one in his recommendation 
which he submitted formally today, and 
which he and his Secretary are talking 
about to the American people. 

So I am going to vote as I did last 
time, and I urge my fellow Senators to 
vote as they did last time, to defeat this 
amendment, leave the targets that we 
establish for social security solvency as 
they were, and we will see whether or not 
the House and Senate, in their wisdom, 
are willing to pass social security reform 
measures that keep that fund solvent, 
protect it for the young people paying, 
and assure that the old people continue 
to receive benefits. 

I submit, from what I have read, it is 
doable and there are a number of ways 
to do it. I totally reject any argument 
to the contrary. 

I trust the wisdom and the fairness 
of the Finance Committee in the Senate 
to find the savings consistent with the 
commitments that have been made to 
the American people. 

Mr. President, I reserve the remainder 
of any time I might have. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. RIEGLE. Mr. President, I yield 
myself 2 minutes. 

The PRESIDING OFFICER. The Sen
ator from Michigan. 

Mr. RIEGLE. Mr. President, I want to 
say to my friend from New Mexico that 
there is absolutely no way to fuzz this 
issue. The intent of the Budget Commit
tee was made crystal clear in its report. 
The intention can be read on page 127. 
I did not write that report. The chairman 
and the Budget Committee majority did. 
It is absolutely clear-cut that the as
sumption in this budget document is 
about changing the COLA. And there is 
no way you can cover up or deny that 
intention. 

I read this letter to Senator RoBERT C. 
BYRD from the President's agents here, 
Donald Regan and David Stockman, on 
May 6, it says: 

The President has opposed changing the 
current CPI-ba.sed cost-of-living adjustment 
fonnula. in social security as a. budget savings 
measure. 

The Senator knows that no matter how 
much he might like now to cloud the 
issue, that just such a reduction in the 
COLA is exactly what is proposed in this 
document. That is what you have done. 
That is how the numbers have been de
veloped, and that is where the numbers 
come from. That is the way you purport 
to save that $8 billion next year. 

To say that this cut is not going to 

reduce the living standard of the older 
people of this country is just misleading. 
The Senator knows as well as I do that 
if you delay the benefit adjustment and 
if you shave that increase down, retirees 
are going to have their living standards 
eaten away by inflation. That is what is 
happening out there. We built this COLA 
factor to avoid that in the first place. 

If the Senator does not understand 
the impact of this proposal, I think the 
President does. If he does not understand 
it in real human terms, he understands 
it in political terms. That is why the 
President has not proposed to make this 
change. But the Senator has, and it is 
built into this document, and there is no 
way to explain it away. That is where 
these numbers come from. That is why 
the senior citizens of this country are 
worried. The changes that the Senator is 
proposing here are spelled right out on 
page 127. 

Now, if the Senator wants to tear this 
page out of his report and throw it away, 
we can start all over again. But, as long 
as that policy change is built into the 
proposed resolution, we should debate 
the policy. 

That is why we are proposing to back 
out that recommendation and to support 
the current practice. 

Mr. DOMENICI addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from New Mexico. 
Mr. DOMENICI. Mr. President, I find 

it amazing that my good friend from 
Michigan, when he reads assumptions in 
the Budget Act this afternoon, finds 
them to be the assumptions made to be 
absolutely binding, that is exactly the 
only way you can get where you have to 
go. Yet he has come down here and asked 
the Senator from New Mexico on the 
function on mass transit, he said, "We 
are not a line item committee and here 
this report says we have to cut Amtrak. 
Now, Mr. Chairman, that is not binding. 
All that is binding is the total savings. 
Isn't that correct?" 

And the chairman of the committee 
says, "Yes, that is correct, Senator 
RIEGLE." And then someone comes down 
here and says, "How about Conrail? You 
recommend the exact payments out of 
Conrail. Now, that is one of your assump
tions. That need not be the case, Mr. 
Chairman. 

"No, it need not be. It is up to the 
authorizing committee." 

Now, if it is up to the authorizing com
mittees on all these other assumptions, 
why is it not up to them to find $6 billion 
in savings if they can find it? There is 
one proposal now that the President has 
made that will do that. There will be 
others. And I repeat, you can read what 
the assumptions are, you can take it, you 
can put it in your amendment, and you 
can say it is this that I am trying to get 
rid of. 

But what I am saying is that with the 
passage of the Stevens amendment, the 
Finance Committee o.f the U.S. Senate 
will have to find $6 billion in social secu
rity reform, cuts, whatever you want to 
call it, $6 billion. 

If the Senator from New Mexico says, 
"Maybe the President's proposal will pre
vail," and it does not do it, then do not 
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tell me that you are absolutely right and 
I am absolutely wrong. We are probably 
both entitled to our opinion, and that is 
about all it is. 

It will then be up to committees in the 
Congress to find out whether or not you 
can do it. And if you cannot, you will 
come to the second concurrent resolution 
and tell us that it cannot be done. 

Mr. President, how much time remains 
on my side? 

The PRESIDING OFFICER. The Sen
ator has 7 minutes and 45 seconds re
maining. 

Mr. RIEGLE. Mr. President, will the 
Senator yield for a question? 

Mr. DOMENICI. Mr. President, I am 
pleased to yield. 

Mr. RIEGLE. Mr. President, it sounds 
to me like the Senator is apologizing for 
this assumption. 

Mr. DOMENICI. Mr. President, it 
sounds to me like whatever the Senator 
wants to assume it sounds like. It is up 
to my good friend, I say to the Senator. 

Mr. RIEGLE. Mr. President, is the 
Senator still supporting this assumption 
or not? 

Mr. DOMENICI. Mr. President, I am 
not apologizing for anything. That is a 
perfectly valid assumption. 

Mr. RIEGLE. So this is the assumption 
that is before us? 

Mr. DOMENICI. Wait a minute. I am 
generally willing to do anything to ac
commodate the Senator. But I did not 
say that this is the assl.unption. I said 
that is an assumption in the document. 

Mr. RIEGLE. Is this what the numbers 
are based on? 

Mr. DOMENICI. The numbers are 
based on that. And if you take Stevens 
out, by coincidence, they are equal to the 
amount that the President says he will 
save by his solvency reform. Now, which 
is the number? The number is about $6 
billion. 

Mr. RIEGLE. What problem would 
the Senator have then in revising this? 
Why do we not just tear this out of here? 
Why do we not just take out the bottom 
of page 127, if the Senator is saying that 
we are not bound by this or that he has 
some m;sgivings about it? Clearly, the 
President does, because he is on record, 
as recently as last week, in saying that 
he does. Why do we not just take it out? 
That is all the amendment does. We are 
changing the Senator's budget totals, as 
he knows. 

Mr. DOMENICI. Mr. President, I say 
to the Senator that we are not about to 
take a Budget Committee report, with 
hundreds of assumptions, with hundreds 
of assumptions, and go back through 
this record and find the many times that 
we have said we are not a line item com
mittee, we do not dictate the exact way
yes, the authorizing committee could put 
more in Amtrak and less in Conrail. If 
somebody stood up and said, "Will you 
take the assumption out of the record?", 
I would say, "No." 

The Senator asked me if I want to take 
it out of this. No. 

I tell the senior citizens of this country 
to wait and see. There w111 be plenty of 
time for hearings. This is a target 
number. 

I did not have the President's plan, 

nor did the committee with their reform 
package, when we wrote that budget 
resolution. The numbers are there. The 
assumptions are there. 

There can be many other assumptions 
in the minds of the committee. 

I say to the Senator that I have been 
here at times when a chairman of a 
committee looked at our budget resolu
tion, read the assumption, and came to 
me and said, "We are going to save that 
$2 billion you recommended, but we are 
not going to do it the way you suggested 
because we have already been research
ing and we have another way to save the 
$2 billion." 

Now, I did not come down here and 
say to take that resolution, and one of 
these committees sees fit to save the 
money another way, to take the assump
tion out. It is a perfectly valid assump
tion. I cannot tell the Senator anything 
more than that. 

Mr. RIEGLE. Mr. President, I would 
say to the Senator that in light of what 
he said, it ought to be taken out. If you 
want to make the savings in some other 
form, I have no problem with that. Our 
amendment accommodates that. We are 
not changing the Senator's total. We 
have offsets here where you can go and 
:find those savings in some other way, 
some other form, even some other func
tion. 

But when you leave this in here, you 
may win, but the old people of this coun
try are going to lose, and the Senator 
knows it. That is the effect of this. That 
is how you got the big savings. I just do 
not understand it. 

Mr. DOMENICI. Mr. President, we will 
wait and see. We will be back after 3 or 
4 days of conference and have an
other report. 

I yield back the remainder of my time 
on the amendment. 

Mr. RIEGLE. Mr. President, how much 
time do I have remaining? 

The PRESIDING OFFICER. Two min
utes and fifty-five seconds. 

Mr. RIEGLE. Mr. President, I yield 
to the Senator from Massachusetts. 

Mr. KENNEDY. Mr. President, I would 
just like to direct a statement to the 
manager of the bill. In the statement of 
the Secretary of HHS on page 4, he talks 
about moving the date for automatic 
benefit increases as part of their calcula
tion, which is $3.4 billion. So it does seem 
to me that what we are seeing is really 
a basic and fundamental statement by 
the administration of the reduction of 
benefits. 

I just want to again underline what the 
Senator from Michigan has said. If you 
are going to save the $7 billion, if you 
think that is essential in terms of the 
integrity of the social security system, 
we ought to have the opportunity to have 
alternatives. We have been closed out 
from that onportunity, and what we are 
faced with today is a very arbitrarv one 
which we think will be unfair and un
fairly burdensome on the senior citizens 
of this country by changing the cost-of
living adjustment. 

Mr. RIEGLE. Mr. President, how much 
time do I have remaining? 

The PRESIDING OFFICER. One min
ute and fifty-three seconds. 

Mr. RIEGLE. Mr. President, this may 
be the single most important vote we cast 
on this resolution. It goes right to the 
integrity of the safety net promise; it 
goes to the integrity of the promises 
made by the President of the United 
States. 

Make no mistake about it. If we adopt 
this budget package without the amend
ment that is now before us, we are party 
to the breaking of a solemn pledge that 
the President of the United States made 
about the safety net. That pledge to 44 
million Americans has been kept all of 
5 months. We should here today reject 
this threat that the pledge will be 
broken. 

Mr. President, we are getting heavY 
mail today. We are getting the highest 
volume of mail in the history of this in
stitution. But, if we leave this budget 
assumption unchallenged, in the face of 
conftictional promises that have been 
made to people, we are going to see a 
volume of mail we have not seen before. 
We might as well get ready for it. 

To break that promise, to dishonor 
that pledge is to breed disillusionment. 
To hurt these people, to steal from their 
living standard, to walk away from the 
problem that inflation is imposing on 
them is absolutely irresponsible. 

There is no way to fuzz this issue. You 
cannot speak with two voices on this is
sue. Either what the President said is 
true, and honest, and real, and depend
able, or it is not. That is what this vote 
is about. 

I hope the Senate will uphold that 
pledge. 

The PRESIDING OFFICER. The time 
of the Senator from Michigan has ex
pired. 

All time having been yielded back, the 
question is on agreeing to the amend
ment of the Senator from Michigan to 
the amendment of the Senator from 
Alaska. The yeas and nays have been 
ordered and the clerk will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. STEVENS. I announce that the 
Senator from Maryland <Mr. MATHIAS) 
is necessarily absent. 

Mr. CRANSTON. I announce that the 
Senator from Nevada (Mr. CANNON) is 
necessarily absent. 

I further announce that, if present and 
voting, the Senator from Nevada <Mr. 
CANNON) would vote "yea." 

The PRESIDING OFFICER (Mrs. 
KASSEBAUM). Are there any other Sena
tors in the Chamber who wish to vote? 

The result was announced-yeas 44, 
nays 54, as follows: 

[Rollca.ll Vote No. 109 Leg.l 

YEAB-44 
Ba.ucus Eagleton 
Bentsen Jt'ord 
Biden Glenn 
Bl'l8.dley Ha.rt 
Bumpers Hawkins 
Burdick Heflin 
Byrd, Heinz 

Ha.rry F., Jr. Inouye 
Byro, Robert C. J<a.ckson 
Cha!ee KeDJDedy 
Chiles Leahy 
cre.nston Levin 
DeConcuu Long 
Dixon Ma.tsuna.ga. 
Dodd Melcher 

Metzenbaum 
Mitchell 
Moyniha.n. 
Pell 
Press1er 
Proxm.lre 
Pryor 
Ra.ndolph 
Riegle 
Sa.rba.nes 
Sasser 
Soecter 
Tsonga.s 
Williams 
Zorinsky 
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Abdnor 
And.rewa 
Armstrong 
Baker 
Boren 
Boschwitz 
cochran 
Cohen 
D'Amato 
Druillforth 
Deruton 
Dole 
Dcmenlci 
Durenberger 
East 
Ex on 
arum 
Goldwater 

NAY8-54 
Gorton Nickles 
GI'ass.ey Nunn 
Hatch Packwood 
Hatfield Percy 
Rayakawa. Quayle 
Helms Roth 
Hol11ngs Rudman 
Huddieston SchmLtt 
Humphrey Simpson 
Jep~ Sta.Uord 
Johnston Stennis 
Kassebaum Stevens 
Kasten Symms 
Laxalt Thurmcmd 
Lugar Tower 
Mattingly WalloP 
McClure warner 
Murkowski Weicker 

NOT VOTING-2 

cannon Mathias 

So Mr. RIEGLE's amendment (UP No. 
91) was rejected. 

Mr. BAKER. Madam President, I 
move to reconsider the vote by which 
the amendment was rejected. 

Mr. HOLLINGS. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment of the Senator from Alaska. 

Mr. HEFLIN. Madam President, have 
the yeas and nays been ordered? 

The PRESIDING OFFICER. They 
have not been ordered. 

Mr. HEFLIN. I ask for the yeas and 
nays. 

The PRESIDING OFFICER. Is there 
a sufficient second? There is not a suffi
cient second. 

The yeas and nays were not ordered. 
Mr. RIEGLE. Madam President, a 

parliamentary inquiry. How many are 
required? 

The PRESIDING OFFICER. One
fifth of those Senators having voted on 
the last vote. 

Mr. HEFLIN. I suggest the absence 
of a quorum. 

Mr. EAGLETON. I ask for the yeas 
and nays. 

The PRESIDING OFFICER. The 
clerk will call the roll to ascertain the 
presence of a quorum. 

The assistant legislative clerk pro
ceeded to call the roll. 

Mr. METZENBAUM. Madam Presi
dent, I ask unanimous consent that the 
order for the quorum call be rescinded. 

Mr. HART. Madam President, may we 
have order in the Senate? 

The PRESIDING OFFICER. The 
Senate will be in order. Those Senators 
wishing to converse will retire from the 
Chamber. 

Mr. HEFLIN. Let us have the yeas and 
nays. 

The PRESIDING OFFICER. Is there 
objection to the request of the Senator 
from Ohio that the order for the quorum 
call be rescinded? 

Mr. BAKER. Madam President. I hope 
we will not have a rollcall vote. We are 
rapidly running out of time. We have 
other matters to disooc:;e of. The soon
sor of the amendment is willing to have 
a voice vote on this matter. I think we 
can dispose of it quickly, and I hope we 
will proceed on a voice vote. 

Mr. HEFLIN. I request the yeas and 
nays. 

Mr. STEVENS. Is the quorum call still 
on? 

The PRESIDING OFFICER. There is 
a quorum call in process. 

Is there objection to rescinding the 
order for the quorum call? The Chair 
hears none, and it is so ordered. 

Mr. HEFLIN. I move that the yeas and 
nays be ordered. 

The PRE,SIDING OFFICER. Is there 
a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. BAKER. Madam President, I ask 

unanimous consent that the rollcall be 
a 10-minute rollcall. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The question is on agreeing to the 
amendment of the Senator from Alaska 
<UP No. 90). On this question the yeas 
and nays have been ordered, and the 
clerk will call tho .roll. 

The assistant legislative clerk called 
the roll. 

Mr. STEVENS. I announce that the 
Senator from Maryland <Mr. MATHIAs) 
is 'necessarily absent. 

Mr. CRANSTON. I announce that the 
Senator from Nevada <Mr. CANNON) is 
necessarily absent. 

The PRESIDING OFFICER: Are there 
anv other Senators in the Chamber who 
desire to vote? 

The result was announced-yeas 97, 
nays, 1, as follows:: 

[Rollcall Vote No. 110 Leg.) 
YEAS-97 

Abdnor G~r.n 
Andrews Glenn 
Armstrong Golcl.water 
Baker Gorton. 
Baucus Gra-ssley 
BenJtsen Ha.rt 
Bid-en Hatch 
Boren Hatfield 
Boschwitz Hawkins 
Bradley Hayakawa. 
Bumpers Hefi'.n 
Burdick Heinz 
Byrd, Hollings 

Harry F., Jr. Hudd!eston 
Byrd, Robert c. Humphrey 
Chafee Inouy-e 
Chiles Jackson 
Cochr.an Jep~en 
Cohen Johnston 
Cran-;ton Ka'SSebaum 
D'Ama.to Kasten 
Da.nfo':'th Kennedy 
DeConielni Laxalt 
DFmton Leahy 
Dhon Levin 
Dodd Lc!ng 
Dole Lugar 
Domen.lc1 Matsunaga. 
Durenberger Mattin~ly 
Eae-leton McClure 
East Melcher 
Exon Metzenbaum 
Ford Mitchell 

NAYS-1 
Helms 

Moyniha.n 
Murkows.ki 
Nickles 
NuDJD. 
Packwood 
Pell 
Percy 
Pressler 
Proxmire 
Pryor 
Quayle 
Randolph 
Riegle 
Roth 
Rudman 
Sarbanes 
Sa.seer 
Schmitt 
Simpson 
Specter 
Sta.Uord 
Stennis 
Stevens 
Symms 
Thurmond 
Tower 
Tsongas 
Wa1lop 
Wanner 
Weicker 
Williams 
Zorlnsky 

NOT VOTING-2 
Cannon Mathias 

So Mr. STEVENS' amendment (UP No. 
90) was a!!reed to. 

(Later the following occurred: ) 
Mr. PROXMTRE. Mr. President, ear- · 

lier today I voted "no" on the Stevens 
amendment. I intended to vote "aye:• 
It would not change the result of the 
vote, and I ask unanimous consent that 
I may be recorded as vot~ng in the af
flrmative on the Stevens amendment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

<The foregoing tally has been changed 
to reflect the above order.) 

The PRESIDING OFFICER. Under 
the previous order, the Senator from 
Ohio is recognized. 

UP AMENDMENT NO. 92 

(Pur.pose: To reduce outla-ys for tobacco 
price supports for fiscal year 1982) 

Mr. METZENBAUM. Madam Presi
dent, I send an amendment to the desk 
and ask for its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from Ohio (Mr. METZENBAUM) 

proposes unprinted amendment No. 92. 

Mr. METZENBAUM. Madam Presi
dent, I ask unanimous consent that the 
reading of the amendment be dispensed 
with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is. as follows: 
On page 2, line 21, strike out "$699,100,-

000,000" and insert "$699,021,000,000". 
On page 3, line 4, strike out "$48,800,000,-

000" and insert "$48,721,000,000". 
On page 3, line 9, strike out "$1,091,200,-

000,000" and insert "$1,091,121,000,000". 
On page 3, line 10, strike out "$1,154,300,-

000,000" and insert "$1,154,221,000,000". 
On page 3, line 11, strike out "$1,197,600,-

000,000" and insert "$1 ,197,521 ,000,000". 
On page 3, line 15, strike out "$91,400,000,-

000" and insert "$91,321,000,000". 
On page 6, line 9 strike out "$4,600,000,-

000" and insert "$4,521,000,000". 

Mr. BAKER. Madam President, will 
the Senator yield to me? 

Mr. METZENBAUM. I yield. 
Mr. BAKER. Madam President, I ask 

unanimous consent that I may now have 
a brief colloquy with the distinguished 
minority leader and the sponsor of this 
amendment without charging against his 
time. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Madam President, it is 
clear now that we are not going to be able 
to dispose of this amendment in the time 
that . we previously provided for it, 
through no one's fault. It is just running 
out. 

But what I wish to inquire of the mi
nority leader at this time is whether or 
not the proposal that I have made to him 
on a method to conclude consideration 
of this measure and get in shape to go to 
conference may be generally acceptable 
and to try to deal with the request by the 
distinguished Senator from Ohio to ex
tend the time briefly so that he may have 
a brief time or have some time to debate 
his amendment. But the two really do 
interrelate because we have to tie this 
package up and get it ready to go to 
conference. 

So, I inquire of the minority leader if 
he could respond to the att~tude of the 
mtnority on the method suggested for the 
final termination of this matter. 

Mr. METZENBAUM. Not wishing to 
interrupt the colloquy, the Senator from 
Ohio wishes to ask for the yeas and nays 
before the hour of 7 p.m. arrives. 

The PRESIDING OFFICER. Is there a 

' 
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sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. HUDDLESTON. Madam President, 

may I inquire? I intend to move to table 
this amendment. Is it appropriate to ask 
for the yeas aild nays on that motion at 
the present time? 

The PRESIDING OFFICER. The Par
liamentarian advises it will take unani
mous consent to do that at this time. 

Mr. HUDDLESTON. Madam President, 
I ask unanimous consent that it be in 
order that I ask for the yeas and nays on 
the motion to table. 

Mr. METZENBAUM. Objection, be
cause I would be cutting myself off from 
debate at this point. · 

The PRESIDING OFFICER. No. 
Mr. BAKER. Madam President, it is 2 

minutes until 7 p.m. 
I ask unanimous consent that for the 

purpose of permitting us to have a col
loquy on the final terminal procedures on 
this matter that the time for final dis
position be changed under the same con
ditions as provided for yesterday, that is 
the final disposition of this matter from 
7 p.m. to 7:05 p.m. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Madam President, if I 
could engage the attention of the mi
nority leader, I wish to try to explore 
the method by which we can conclude 
consideration of this resolution :and 
place the Senate in a favorable position 
to go to c·onference with the other body. 

Mr. ROBERT C. BYRD. Madam Presi
dent, may we have order in the Senate? 

'Dhe PRESIDING OFFICE.R. The Sen
ate will be in order. 

Mr. ROBERT C. BYRD. Madam Presi
dent, may I ask the distinguished ma
jority leader what would be his motion 
or his request, whichever he elect.s to 
pursue, with respect to the terminal 
proceedings? 

Mr. BAKER. Madam President, in re
sponse to the question put by the dis
tinguished minority leader, the motion 
that I had in mind to make is as fol
lows: I would move the Senate proceed 
to the consideration of Calendar No. 83, 
House Concurrent Resolution 115, a con
current resolution revising the c·ongres
sional budget for the U.S. Government 
for the fiscal year 1981 and setting forth 
the congressional budget for the U.S. 
Government for the fisc·al years 1982, 
1983, and 1984. 

At that point I would anticipate that 
either I or the distinguished chairman 
of the commi~tee would then seek recog
nition on behalf of the C'ommittee to 
send to the desk an amendment to the 
House-passed res·olution, and the amend
ment would be in the form that I am 
prepared to deliver to the minority leader 
at this point, which has been discussed 
at length, I believe, with the distin
guished minority manager, ranking 
member of the Budget Committee. 

If the amendment were adopted, the 
net effect of that would be to place, I 
believe, the Senate in the most favorable 
position for an expeditious conference 
with the House of Representatives. 

Mr. ROBERT C. BYRD. Madam Pres
ident, I will ask the majority leader this 

question: Would the amendment which 
he or the manager of the resolution pro
poses to send to the desk at that point 
in time contain any new matter or ma
terial over and beyond that which is be
ing considered in the Senate resolution? 

Mr. BAKER. It would not. 
Mr. ROBERT C. BYRD. Would the 

amendment be mathematically consist
ent? 

Mr. BAKER. It would. 
Mr. ROBERT C. BYRD. Would the 

Senator explain the reason for this 
amendment? 

Mr. BAKER. If the minority leader 
will permit me to do so, I would like to 
yield to the distinguished chairman of 
the Budget Committee for that purpose. 

Mr. DOMENICI. Madam President, we 
would be following the exact practice 
that the Appropriations Committee fol
lows when a House bill is here. They do 
not take the House bill caption and sub
stitute their bill. They take their bill, as 
passed by the Senate, and line by line 
amend the House bill. The net effect of 
that is that if during conference you 
should end up with technical disagree
ment you have in fact accomplished a 
successful conference to the point that 
you reached a technical disagreement. 

If we do not do that, a technical dis
agreement would require unanimous 
consent to be cured for us to have any 
agreement at all. 

So in any document and subject matter 
as complex as this, we could indeed have 
a couple of technical disagreements com
ing out of conferecne, yet we would have 
a conference. We would return to the 
Senate with just the technical matters 
in dis:pute and it would not be subject, as 
I understand it, to a point of order that 
we had not reached agreement. 

The technically unagreed upon matters 
would still be conferrable subject to the 
rules of the Senate and the Budget Com
mittee, and subject to debate, but we 
would basically have a much better op
portunity to avoid the risk that failure to 
agree could result in no conference at 
all. 

The crosswalks are in there, and we 
would not have to seek technical-we 
would not have to seek unanimous con
sent in the event we were not in 
agreement. 

I would say in the past we have had 
technical disagreement.s, as the distin
guished minority leader understands, 
and they have each year been cured by 
unanimous-consent request that we have 
a conference on some technical 
disagreements. 

I am not suggesting that that will not 
occur again, but I think the distinguished 
leader has said to me to present this in 
the best way for us to go to conference 
so that we would be avoiding that neces
sity for unanimous consent in the event 
of technical disagreements. 

Mr. BAKER. Madam President, I 
mi.ght say to the minority leader, and I 
am sure he understands, there is no ef
fort to inject new material, to create a 
new position favorable to the majority 
or any point of view or any position. It 
is rather to put this matter in a position 
that wW lead to the most expeditious 

manner of resolving this matter after the 
two bodies conclude their conference. 

I hope the procedure I have just out
lined might be found agreeable, and if it 
is I would like to proceed to provide 
some time now for the distinguished 
Senator from Ohio so that he may de
bate the amendment that is now before 
the Senate. 

Mr. ROBERT C. BYRD. Madam 
President, will the Senator yield? 

Mr. BAKER. Yes. 
Mr. ROBERT C. BYRD. Madam 

President, the purpose of this procedure 
is to make it possible for section 302 
allocations to be included in the con
ference report when it is brought back. 

I recognize the necessity for that, and 
with the assurance that there is nothing 
new in the amendment which would be 
sent to the desk by the distinguished 
majority leader or the manager of the 
resolution <Mr. DoMENICI), and with 
the further assurance that the amend
ment is in every way mathematically 
consistent, and with the further re
sponses that have been given to my 
question, I will have no objection to the 
terminal procedure. 

Mr. BAKER. Madam President, I 
thank the minority leader. I think it will 
greatly expedite the proceedings of the 
Senate. 

I would now like to address the ques
tion of how much time-and I urge it be 
as brief as possible-how much time the 
Senator from Ohio wished to debate his 
amendment. 

Mr. METZENBAUM. Twelve minutes 
on a side. 

Mr. HUDDLESTON. Twelve minutes 
per side. 

TIME LIMrrATION AGREEMENT 

Mr. BAKER. Madam President, an ad
ditional 12 minutes on a side for an ad
ditional 24 minutes is agreeable to the 
adversaries, and I ask unanimous con
sent that there now be a period of 24 
minutes of debate on the Metzenbaum 
amendment, and that the vote on final 
disposition of this matter occur at the 
expiration of the time, the disposition 
of that amendment. 

Mr. DOMENICI. Madam President, re
serving the ri~ht to object-

Mr. JOHNSTON. I object. 
The PRESIDING OFFICER. Objec

tion is heard. 
Mr. DOMENICI. I have a technical 

amendment which has been cleared with 
Senator HoLLINGS that I will have to get 
in there before I move the substitution 
of our language. I need that. 

The PRESIDING OFFICER. There 
has been an objection raised by the Sen
ator from Louisiana. 

Mr. BAKER. May I point out if there 
is an objection, that as soon as I yield 
the floor we Will proceed to final passage 
of this resolution, and I really do not 
wish to do that, so I ask unanimous con
.sent once more, Madam President, that 
we be able to provide some time for de
bate on the amendment. 

Surely if the time suggested by the 
two Senators, that is, the Senator from 
Kentucky and the Senator from Ohio, 
is agreeable to them it should be to the 
remainder of the Senate. So, Madam 
President, I ask unanimous consent that 
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there be an additional time of 24 min
utes equally divided on this amendment 
and that after this amendment is dis
posed of the Senator from New Mexico 
be recognized for the purpose of offering 
a. technical amendment, and that follow
ing on after the disposition of that we 
proceed immediately, without interven
ing motion or debate, to the final con
sideration of the matter before the Sen
ate as previously set forth. 

Mr. SARBANES. Madam President, 
reserving the right to object, will the 
majority leader let us know what the 
technical amendment the Senator from 
New Mexico, the chairman of the com
mittee, wishes to offer? 

Mr. HOLLINGS. Madam President, if 
the distinguished Senator will yield, the 
technical amendment is that in the rec
onciliation when it was sent over we 
gave the wrong designation to certain 
committees, and this corrects and gives 
the proper designation to the House 
committees. 

Mr. BAKER. Madam President, I 
would like to, if I may, amend my unani
mous-consent request in one respect. I 
neglected to state that we had provided 
yesterday for a time for the distin
guished Senator from Virginia <Mr. 
HARRY F. BYRD, JR.) to be recognized 
prior to final passage. He had asked for 
10 minutes. He has now very kindly sug
gested to me that he will take 1 minute, 
so I modify my request to provide that 
after the disposition of the Metzenbaum 
amendment, after the disposition of the 
technical amendment by the Senator 
from New Mexico, that there be 1 minute 
in which the Senator from Virginia be 
recognized. 

Mr. JOHNSTON. Madam President, 
reserving the right to object, how much 
time is it on · the Metzenbaum 
amendment? 

Mr. BAKER. Twenty-four minutes. 
Mr. JOHNSTON. This is the same to

bacco amendment we have debated 
many, many times? 

Mr. METZENBAUM. No. 
Mr. JOHNSTON. I object, Madam 

President. 
The PRESIDING OFFICER. The ob

jection is heard. 
Mr. BAKER. Madam President, I ask 

unanimous consent that the time for the 
colloquy on this subject be extended 
under the same conditions to 7:15 p.m. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Madam President, let me 
point out that if we do not provide-

Mr. JOHNSTON. Madam President if 
I may interrupt, I will withdraw ~Y 
objection. 

Mr. BAKER. Madam President, I 
thank the Senator. I renew my request. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Madam President, I 
thank all Senators. 

UP AMENDMENT NO. 92 

Mr. METZENBAUM addressed the 
Chair. 

The PRESIDING OFFICER. The Sen
ator from Ohio. 

Mr. METZENBAUM. Madam Presi
dent, I yield myself 6 minutes. 

This amendment reduces funding for 
the Federal program of tobacco price 
support subsidy. 

Madam President, may I have order in 
the Senate? 

The PRESIDING OFFICER. The Sen
ate will be in order. Senators wishing to 
converse will withdraw from the Cham
ber. 

The Senator from Ohio may proceed. 
Mr. METZENBAUM. Madam Presi

dent, it is time we stop this unnecessary 
and counterproductive subsidy for one 
of our Nation's most profitable and most 
deadly industries. 

Next year, the Federal Government 
will spend $203 million in special price 
and crop insurance support programs for 
the tobacco industry. The Commodity 
Credit Corporation, which makes loans 
to farmers to maintain tobacco crop 
price levels, has budgeted $199 million 
for tobacco price support loans for fiscal 
year 1982. 

Madam President, I ask for order in 
the Senate and I ask that the time not 
be charged against myself. 

The PRESIDING OFFICER. The Sen
ate will be in order. 

Mr. STEVENS. Madam President I 
object to not charging the time. ' 

The PRESIDING OFFICER. The ob
jection is heard. 

The Senator from Ohio mav proceed. 
Mr. METZENBAUM. Madam Presi

dent, at the same time, it anticipates the 
repayment of $120 million from past 
!oans,. meaning a balance of $79 m;llion 
m price support outlays in the next fiscal 
year . 
. In fiscal year 1981, the Federal crop 
msu.rance program has budgeted $41.5 
million for payments for tobacco croos 
3:gainst premium revenues of $18.2 nih~ 
lion, for an expenditure of $23.3 million 
to subsidize .toba-cco insurance. 
. In fiscal year 1982, the Federal crop 
msurance program has budgeted $4 2 
million in insurance losses for tobacc~. 

The Federal Government provides 
other types of support to tobacco grow
ers as well. In the past, the low interest 
rate charged on price support loans was 
an extra subsidy in itself. That subsidy 
costs $106 million this year. Although 
figures are inexact, the Agriculture De
partment's below-market rate loans have 
cost at least $550 million in nonrecov
erable subsidies in the past 7 years. 

Also, according to published reports, 
the Government has built up a 647-mil
lion-pound tobacco stockpile of poten
tially unsalable tobacco, valued now at 
about $981 million. 

Finallv, we run the well-known to
bacco allotment program, a license to 
grow tobacco at a guaranteed profit with 
the help of Federal loans and supply re
strictions. This flies in the face of good 
sense, good economic policy, and this ad
ministration's determination to let free 
economic forces work. 

The U.S. Government has no business 
being in the tobacco business. I am glad 
that the D~rector of the Office of Man
agement and Budget, Dave Stockman 
agrees with me that we do subsidize to
bacco, and that it ought to stop. 

Let me repeat for you a conversation 
that took place in the Senate Budget 

Committee on March 12 of this year, be
tween the Senator from Utah, Senator 
HATCH, and Director Stockman: 

Senator HATCH. Let me ask you this: What 
about those little people on those tobacco 
farms. I frankly do not like tobacco sub
sidies either, but are they really subsidies? 

Ml'. STOCKMAN. Well, you get into a great, 
arcane question of--

Senator HATCH. Are they subsidies? 
Mr. STOCKMAN. They are subsidies, yes. 
Senator HATCH. Okay. 
(Laughter.) 
Senator HATCH. Well, I belleve they are too, 

but that is what I want to find out. You are 
saying they have a negative balance some
times? 

Mr. STOCKMAN. Well, they have a negative 
and they have a positive, but mostly it is a 
positive cost to the government, and I think 
it is too costly and we ought to find some 
way to do something about it. 

Mr. President, my amendment offers us 
an opportunity to "do something about 
it." 

I am not proposing a complete, imme
diate dismantling of the tobacco subsidy 
programs we run, but instead, a begin
ning. I propose to eliminate the $79 mil
lion which represents, for fiscal year 1982, 
the difference between repayments and 
expenditures in the price support pro
gram. 

That is not much out of a program 
costing $325 million a year. This is a 
modest beginning but it is a step in the 
right direction. 

The USDA's tobacco program began in 
the 1930's, when tobacco farmers were 
gett:ng as little as 6 cents a pound for 
their product. Today, the Federal Gov
ernment guarantees a minimum price of 
$1.587 to $1.636 a pound and controls 
supply through a system that makes a 
mockery of the free market. 

Just because a farmer wants to pro
duce tobacco in this country does not 
mean that he can do so. Tobacco may be 
produced without penalty only by those 
who hold an acreage allotment assigned 
more than 30 years ago. The penalty for 
growing tobacco over the allotment or 
without the allotment is a stiff one. It 
equals 75 percent of the previous year's 
average sale price of tobacco. 

Those allotments are as hereditary as 
any feudal domain in medieval Europe. 

They are valuable. A 200-acre farm 
with a 10-acre tobacco allotment is worth 
up to $50,000 more than an identical 
farm without an allotment. 

Mr. President, ours is the greatest free 
market economy in the world, and this 
administration prides itself on being a 
"free market" administration. This ad
ministration campaigned on getting, and 
keeping, the big, bad regulatory Govern
ment out of the marketplace. 

And so this administration has pulled 
out of the safety and regulating busi
ness. And it is pulling out of the con
swner safety assurance business. 

It is pulling out of environmental reg
ulatory involvement with business. 

But is it not strange that the one type 
of business and free marketplace inter
ference this administration still sup
ports, is interference with the free mar
ketplace in tobacco? 

We control crop volume. 
We control crop price. 
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We penalize backyard growing of to
bacco without a license. 

We keep Mom and Pop out of the 
marketplace unless he or she has an 
allotment. 

Even the tobacco growers' newspaper, 
"The CUred Tobacco Farmer," ques
ti-oned the aUotment program: 

The bene.:lits of the support program ap
pear to be migrating l·argely into the bank 
!llccoun-ts of the nonproducing quota own
ers, with you, the actual producer, profiting 
at approximately the same level you could 
be expected to without any program at a.U. 

We may even be keeping s'Oille newer, 
safer types of tobacco out of circulation: 
Who knows? 

The one thing I do know is that this 
administration, the "keep the Govern
ment out of the marketplace" adminis
tration and the "get the Government 
off the businessman's back" administra
tion, has -all 10 fingers and all 10 toes 
in the t-obacco industry, keeping prices 
up and supply down. 

Madam President, the Government 
should not be in the business of promot
ing in any way the production, sale, or 
export of tobacco. 

Let us review some of what is known 
about smoking and health. 

As a group, smokers have a 70-percent 
increased risk of death over nonsmokers 
of the same age. Heavy smokers run a 
100-percent higher risk of early death. 

Smokers are more frequently afflicted 
than non-smokers with chronic condi
tions-bronchitis, emphysema, sinusitis, 
peptic ulcer disease. 

Male smokers lose 33 percent more 
workdays than nonsmokers. For women, 
that figure is 45 percent. 

Smoking clearly and unequivocally 
causes cancer-of the lung, larynx, 
mouth and esophagus. 

Smoking is linked with heart disease. 
Smoking by pregnant women increas

es the incidence of fetal death and low
ers birth weights. 

Smoking, Madam President, is one of 
this Nation's two or three leading public 
health problems. 

It is not good public policy to subsidize 
with Federal funds an industry that 
produces a oroduct endangering the Na
tion's health. 

Madam President, I reserve the re
mainder of my time. 

Mr. HUDDLESTON addressed the 
Chair. 

The PRESIDING OFFICER. The-Sen
ator from Kentucky. 

Mr. HUDDLESTON. Madam Presi
dent, again the distinguished Senator 
from Ohio is confusing his terminology 
when he refers to the tobacco program 
as a subsidy program. 

We have debated this question on the 
floor of the Senate and in the Agricul
ture Committee many times. 

I think anyone who understands the 
program recocmizes that it is, No. 1, 
the ·mo~t effective and least expen
sive of all of our agriculture programs. 

In the period of some 40 years that it 
has been in effect, it has cost the tax
payers less than a million dollars per 
year, and in many years returned a di
rect profit to the Federal Treasury. That 
is not including the fact that the Fed-

eral Treasury receives almost three times 
as much revenue from tobacco as the 
farmer who grows it, through taxation. 
State governments receive about the 
same amount and even city and local 
governments also receive a great deal. 

I think most of our colleagues recog
nize that the program works as a loan 
to the producers, with the stocks taken 
in by CCC and later resold. 

We have just recently cleaned out the 
supply of burley tobacco that has been 
on hand, and the Federal funding was 
returned with interest. 

During the 40-some years that the 
program has been in effect, the Federal 
Government has advanced some $4 bil
lion for loans. Three and a half billion 
dollars of that has already been repaid, 
with interest over $276 million to the 
Treasury. So it is not a program that will 
affect any savings by eliminating it or by 
reducing it, as the Senator from Ohio 
has suggested. 

Madam President, before acting on 
the amendment to reduce funding for 
the tobacco price support program, 
there are a number of false impressions 
which have prompted unjustified at
tacks on the tobacco price support pro
gram, which I wish to address. 

And, there are a number of facts per
taining to the program and the eco
nomic impact of the proposal which can
not be ignored. 

Perhaps, the most frequent miscon
ception regarding the tobacco price sup
port program, administered by the De
partment of Agriculture, is an impres
sion that it is inconsistent with pro
grams administered by the Department 
of Health and Human Services to dis
courage smoking. As clearly shown by 
statements issued from the then Office 
of the Secretary and Office of Smoking 
and Health in the Department of 
Health, Education, and Welfare, there is 
not an inconsistency. 

In an April 15, 1980 letter to me from 
Mr. William B. Welsh, then Assistant 
Secretary for Legislation, Office of the 
Secretary, Department of Health, Edu
cation, and Welfare, Mr. Welsh stated: 
... The Department has long held that 

the price support program of the Depart
ment of Agriculture is not a public health 
issue. 

The purpose of the program is to protect 
the price the farmer gets for his tobacco, 
not to encourage or uphold cigarette smok
ing. Presumably, if the program were re
moved the price would drop, which would 
mean either more profit for the cigarette 
ma-nufacturer or lower prices for the person 
who buys cigarettes. This might actually 
increase consumption. 

Similarly, Mr. Robert Hutchins, Asso
ciate Director, Office of Smoking and 
Health, and an ardent antismoking ad
vocate, stated with regard to the tobacco 
price support program: 

We must do what we can to encourage 
current smokers to quit and to encourage 
nonsmokers, especial'ly young people, not 
to take up the habit. We are doing this 
through our smoking and health initiative. 

If the Government's price support pro
gram for the tobacco farmer has anv effect 
at all on public health it is favorabie. The 
purpcse of the program is to stab1Uze to
bacco production, and, thus, iissure fair 
prices to the farmer. If the program were 

to be withdrawn, tobacco prices would fall, 
and cigarettes would become less expensive, 
possibly encourage more young people to 
smoke. 

President Reagan and Secretary 
Block have indicated that they support 
this Nation's tobacco price support pro
gram. 

Secretary Bergland indicated that it 
makes no sense to dismantle the tobacco 
price support program and suggests that 
the issues of smoking and health and 
the tobacco price support program 
should be separated, I agree. 

A second false impression, precipi
tated by opponents of the program, is 
that the tobacco price support program 
imposes an enonnous cost on the tax
payer. To the contrary, Mr. President, 
the program, operative since the mid-
1930's has been perhaps the most suc
cessful and least costly of the major 
price support programs administered by 
the Department of Agriculture. The 
cumulative financial loss on the tobacco 
loan program represents less than 0.3 of 
1 percent of CCC's total loss of about $18 
billion on all commodity loan inventory 
operations since 1923. 

The loss has been small due to the 
programs' structure. In return for the 
acceptance of marketing quotas-voted 
on by fanners every 3 years-tobacco 
farmers have been assured at least the 
support price for the tobacco they pro
duce, either by commercial buyers or 
through nonrecourse loans by the Fed
eral Government. 

Under contracts with the Commodity 
Credit Corporation (CCC), the farmer 
cooperatives receive the tobacco pledged 
for Federal loans, process, store and 
ultimately sell the tobacco, repaying the 
loans, with interest, to the Government. 

The Burley Tobacco Growers Cooper
ative Association, Lexington, Ky., has 
administered the price support program 
for 40 crops of Burley tobacco in the 
States of Kentucky, West Virginia, Ohio, 
Indiana, and Missouri. The statement 
of its operations for the 1940-79 crops 
shows the exceptional results of their 
efforts. Since 1940, the pool has had 
sales which have substantially exceeded 
the costs of the program. 

Excluding the profits on the 1975, 
1976, 1977, 1978, and 1979 crops which 
have been sold but not finally settled 
for, this Association from its operations 
has distributed to its members $16,486,-
000. 

On the 1975 and 1976 crops, the asso
ciation will distribute to its members the 
first week in June 1981, in excess of 
$7,000,000 and in 1982, it will distrib
ute in the 1977, 1978, and 1979 crops an 
additional $7,000,000. The overall re
sult ' is that the total gains distributed, 
and to be distributed, will exceed $26,-
000.000. 

Today, the Burley Tobacco Growers 
Cooperative stocks have been depleted, 
as production has not kept pace with de
mand. 

USDA data shows that since 1940 
loans made to all tobacco fanners, 
through their regional cooperatives, 
have exceeded $4 billion. During the pe
riod 1940-80, the bulk of these loans 
have been repaid, $3% billion, plus over 



9436 CONGRESSIONAL RECORD-SENATE May 12, 1981 

$275 million in interest, January 31, 1981, 
loans outstanding total $782 million. Of 
this latter :figure, loan stocks valued at 
$200 million were committed for sale, 
leaving a balance of $582 million in 
stocks to be liquidated. Based on 39 years 
of experience, eventual sale of the loan 
tobacco should liquidate these loans 
without loss to the taxpayers. 

Total losses on the program over the 
past 40 years, as reported by USDA, are 
$56 million, a small price to pay for a 
commodity that has generated over $130 
billion in State and Federal excise taxes 
over the past 100 years. 

A third impression mistakenly held by 
some is that the principal beneficiary of 
the tobacco price support program is the 
cigarette manufacturer. This clearly is 
not the case. 

Tobacco companies, in the absence of 
a program, could produce tobacco them
selves, contract with producers for large 
acreages largely on their terms, or im
oort quantities of tobacco needed to meet 
domestic demand at lower prices. In
stead they have supported the domestic 
price support program which has pro
vided the major types of high quality 
leaf tobacco in a timely manner at high
er, yet reasonable, prices. 

And a fourth impression, incorrectly 
held, is that progress cannot be made to 
develop a "safer cigarette." An example 
of progress which has been made 
through production research is the de
velopment of tobacco varieties with 
lower nicotine-tar ratios. Another is an 
emerging technology which shows prom
ise of permitting nitrogenous com
pounds, considered undesirable from a 
public health perspective, to be removed 
in a crystalline form which will have 
applications in the medical field in the 
treatment of kidney disease and other 
ailments which respond to or need a pro
tein of high quality and purity. Such re
search may have an enormous public 
payoff and should continue to be as
sisted by public funds. 

I wish to turn now, Madam President, 
from factors which may have prompted 
the proposed amendment, to the eco
nomic impacts which its adoption would 
have on almost 600,000 farm families 
who depend on tobac·co for most or a 
significant part of their livelihood. 

In the United States 275,000 producers 
market about 2 billion pounds of tobacco 
from 1 million acres each year. Although 
tobacco uses only 0.3 percent of the Na
tion's cropland, it is usually the fourth or 
fifth most valuable crop, accounting for 
4 percent of cash receipts from all U.S. 
crops. 

Last year U.S. farmers in 18 States 
received $2.7 billion from tobacco sales, 
while Federal, State, and local govern
mental bodies across the country re
ceived over $6.4 billion in tax revenues. 

While farm receipts from tobacco vary 
signi.ficantly from State to State, pro
ductiOn does occur in the following 
States: Alabama, Connecticut, Florida, 
a;eorgia, Missouri, North Carolina, In
diana, Kentucky, Massachusetts, Ten
nessee, Virginia, Ohio, Pennsylvania, 
South Carolina, West Yirginia, and Wis
consin. 

In my State, tobacco sales total over 
$700 million and this represents 52 per
cent of farm receipts from crops, and 28 
percent of farm receipts from all com
modities. 

With over 75 percent of the farms op
erated by Burley tobacco producers con
taining less than 50 acres of cropland, it 
is clear that other crops are not reason
able income alternatives. Nor would 
they offer the s·ame level of employment. 
Labor requirements per acre of Burley 
tobacco average over 300 hours per year, 
a factor which has resulted in an indus
try wherein production units are sized 
mainly by operator and family labor 
availability. To eliminate the price sup
port program would impact severely on 
th-ese family farming units, and not at all 
on tobacco consumption. 

The amendment we are now consider
ing would eliminate a very successful 
farm program which is the backbone of 
farm income security for tobacco 
farmers. 

If this amendment would become law, 
what would have been accomplished is to 
condemn hundreds of thousands of small 
tobacco farmers in my State to a life 
of abject poverty. 

There is no way that small farmers in 
my State would be able to continue to 
produce tobacco facing the uncertainty 
that would exist if there were no tobacco 
program. Tobacco farmers are not large, 
well capitalized farmers. They are small 
oper.ators who could not continue farm
ing under the boom-and-bust conditions 
that would prevail with no tobacco 
program. 

Madam President, if the tobacco price 
support production control program 
were dismantled, not one less cigarette 
would be smoked in this country. 

If tobacco production in this country 
were totally ended, cigarette manufac
turers would continue to make cigarettes 
using imported tobacco. Who would 
benefit under this type of situation? 

Not the American public generally, be
cause our balance-of-payments deficit 
would grow-not the 55 million cigarette 
smokers in the United States-not th~ 
tobacco farmer. I do not know a single 
individual or group that would benefit 
from this amendment. 

Tobacco farmers have already been 
asked and expected to have to assume 
over $8 million in costs which have been 
expended from the Treasury to maintain 
the tobacco grading and inspection serv
ice-an essential marketing function that 
has been covered many times over by 
taxes imposed on tobacco products. 

In conclusion, Madam President, I am 
convinced that the amendment, offered 
as a measure to assist in balancing the 
budget, would have the opposite effect, as 
secondary and tertiary effects of the 
elimination of the program began to im
pact on tobacco farmers, rural communi
ties, and the national economy, and are 
re:fiected in other revenue and expense 
line items in the Federal budget. 

With farm income already a major 
national concern, there is little doubt 
that cancellation of this program would 
not exacerbate an already severe income 
problem in the farm sector. 

I urge the Senate to defeat this 
amendment and permit the tobacco price 
support production control program to 
cont~nuc. 

I yield at this time to the distinguished 
Senator from North Carolina. 

Mr. HELMS. Madam President, I thank 
my friend from Kentucky. 

Madam President, let me say at the 
outset that my friend from Ohio is sin
cere, but he is sincerely wrong. This 
amendment is disingenuous. It is based 
on a Senator's arithmetic which is not 
accurate, on facts which are incorrect, 
and logic which is unsupportable. The 
tobacco program does not involve subsi
dies in the sense that the term is used 
around here. 

The tobacco program is a mechanism 
which employs nonrecourse loans from 
the Oommodity Credit Corporation to 
provide price stability for tobacco farm
ers and to assist in the orderly marketing 
of the crop. It is a program for farmers
not the tobacc·o "industry.'' 

Virtually every farm commodity em
ploys similar mechanisms, and the 
·advantage to the Nation is without ques
tion. Some 15 commodities are provided 
access to the CCC nonrecourse loans
including wheat, ·corn, cotton, rice, soy
beans, and a host of others. Tobacco 
receives no "special privilege" or unusual 
c·onsideration. In fact, because tobacco 
farmers have approved overwhelmingly 
in referendum to accept strict produc
tion controls not imposed on the growing 
of other crops, tobacco is dealt with 
more strictly than any other crop. 
Farmers want it that way because they 
do not want their tobacc·o program to 
involve large outlays and direct subsidies. 

I cannot emphasize strongly enough 
that outlays for virtually all farm com
modity programs are recoverable. The 
loans are literally that, loans made to 
farmers with their crops held as collat
eral. When the stocks are sold off after 
the glut of the harves,t is over, the loans 
are repaid, with interest. 

Recently, the CCC announced that it 
would charge all borrowers interest rates 
which re:fiect the cost of money to the 
Treasury in all instances, and at market 
rates when appropriate. This will remove 
any sort of interest "subsidy'' received 
by farmers of any kind-including 
tobacco. 

Additionally, the administration has 
sent up request legislation which pro
vides that fees for the inspection and 
grading of tobacco will be collected from 
tobacco farmers. In each of these in
stances tobacco farmers have recognized 
the need to reduce Federal budget ex
posure, and have agreed to cooperate in 
mak·ing the changes. 

My point, Madam President, is that 
tolbacco farmers have willingly taken 
their share of cuts and reductions in 
budget exposure. Any effort to punish 
them or to make them carry special bur
dens not asked of other farmers is not 
in the national interest. 

TOBACCO IS PEOPLE 

When we talk about tobacco we are 
talking about people-the vast numbers 
of our citizens whose livelihood it is to 
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grow and manufacture tobacco and to
bacco products. 

So often when economists and other 
experts gather to discuss tobacco they 
speak of volumes of exports, marketing 
quotas, grade distribution of loan rates, 
and other highly technical information 
that is important, but which does not 
communicate the human, personal as
pect of the importance of tobacco to our 
farmers and to rural America. 

To show you what I mean, let me cite 
a few figures: There are almost 700,000 
families directly engaged in the growing 
and production of tobacco. That includes 
182,000 families in my own State of North 
Carolina, with the rest in a dozen or so 
other States. In addition, tobacco man
ufacturers employ almost 80,000 workers. 

This is not to mention the literally 
countless thousands of our people who 
are integral parts of our farm economy
the fertilizer and fuel distributors, the 
merchants in our rural villages and 
towns, and all the rest. 

Tobacco is people. Without tobacco 
all these people-the most industrious 
and hard-working people the world 
knows-would . be without a livelihood. 
There would be no way for them to sup
port their families, to educate their 
children, and to improve their lives. 

TOBACCO AND FOOD PRODUCTION 

It is just not enough to say that to
bacco is important to North Carolina and 
to the other tobacco producing States
tobacco is absolutely crucial: it is the 
underpinning of our entire farm and 
rural economy. 

Many of the opponents of tobacco 
and the tobacco program have said to 
me: "Why should your people grow to
bacco. They ought to grow food." The 
answer, of course, is that they do grow 
food. Tobacco is a cash crop that en
ables our farmers to stay in business. 
The average allotment for the Flue
cured area is 6 or so acres. Gross in
come in my State can average $2,500· per 
acre. Without such cash income it just 
would not be possible for farmers to fi
nance the expensive equipment, fertilizer, 
land and all the rest of the things they 
use to provide this Nation-and indeed, 
the world-with vital food products. 

For instance, the best substitute 
crops-the ones the enemies of tobacco 
always mention-are soybeans and com. 
These crops would yield only around 
$300 gross income per acre for the farm
er. Now, our farmers do grow soybeans 
and corn and hogs, poultry, and other 
food products, but again, without the 
certainty of the cash income from to
bacco, they just would not have the 
means to finance their entire farm op
eration, and would, of course, very quick
ly go out of business. Tobacco not only 
provides income and well-being to our 
farmers; it enables them to supply the 
rest of us with plentiful supplies of rea
sonably priced food. 

WE ALL HAVE A STAKE 

Madam President, the tobacco indus
try is America's oldest, dating from John 
Rolfe's first export crop from Jamestown 
in 1613. No survey of its direct and in
direct contributions to the economy had 
been made, however, until the Wharton 
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Applied Research Center of the Univer
sity of Pennsylvania began a preliminary 
study in 1978. 

Now Wharton has extended its re
search to determine not only the eco
nomic effects of tobacco nationally in 
1979 but its contributions as well to the 
100 counties of North Carolina. 

All total, America's golden leaf gave 
in 1979 to all 50 States: 2 million jobs 
of all kinds; $30 billion in wages and 
earnings; $15.5 billion in capital invest
ment; $22 billion in taxes; and $58 bil
lion, or 2.4 percent, to America's gross 
national product. 

In short, of every dollar's worth of 
goods and services rendered to, and by, 
Americans in 1979, roughly 2 Y2 pennies 
were generated by tobacco. 

In North Carolina, Wharton estimates 
that cultivating 342,000 acres of leaf on 
44,000 farms in 82 counties in 1979 en
tailed the equivalent of 36,900 year
round jobs. The 224,210-person work 
force estimated at harvest time equalled 
the combined population of Raleigh and 
Durham. 

According to Wharton, there were an 
estimated 70,000 full-time jobs in the 
industry in North Carolina in 19·79 for 
people involved between the seedbed and 
sales counter. Almost 2,600 more North 
Carolina jobs are in industries support
ing cigarette manufacture. 

Tobacco's direct contribution to North 
Carolina employment, then, is an esti
mated 72,300 jobs, or 3.3 percent of the 
State's private work force. More than 
75,000 others exist because of the golden 
leaf's spillover effects. Therefore, tobacco 
accounts, directly and indirectly, for 
roughly 1 of every 15 Tar Heel jobs of 
all sorts, or about 6.8 percent of all 
employment. 

The nearly 148,000 Tar Heels who ben
efit directly or indirectly from tobacco 
earned $1.6 billion in 1979. Their pay
checks and goods and services paid for 
by their employers boost all parts of the 
State's economy. 

Not to be overlooked is the fact that 
tobacco is more heavily taxed than any 
consumer product. In fact, Federal, 
State, and local governments collected 
$6.3 billion in direct taxes on tobacco 
products in fiscal year 1979. Cigarette 
taxes, alone, represented 98.8 percent, or 
$6.2 billion. 

That its estimated contribution to the 
gross national product is roughly two
and-a-half times the net U.S. spending 
on tobacco products, demonstrates the 
magnitude of the industry's dramatic 
"ripple" effect on the national economy. 

NO TOBACCO SUBSIDY 

In the wake of President Reagan's an
nounced proposals of cutting various 
subsidized programs, recent news reports 
have incorrectly labeled the tobacco price 
stabilization and production control pro
gram a Government "subsidy" for farm
ers. The implication is that this "sub
sidy" should be cut along with others. 

To begin with, there is na-no tobacco 
subsidy. There is a Government program 
to stabilize tob~ ceo prices and to control 
production of this crop. 

The U.S. Department of Agriculture 
administers laws to stabilize leaf produc-

tion and assure fair prices. To be eligible 
to participate in the program, a grower 
must guarantee not to produce more 
than specific acreage and poundage 
allotments. 

When growers approve marketing 
quotas for a certain type of leaf, price 
supports for it are mandatory. Under this 
program, the Commodity Credit Corpo
ration makes loans to farmers through 
their cooperative associations with the 
tobacco as collateral. 

If a grower's tobacco fails to bring an 
auction bid of at least 1 cent above the 
price support, a grower-owned coopera
tive takes the leaf and uses the funds 
from CCC to make the farmer a loan 
equal to the support price. 

The cooperatives process and store the 
leaf until it is sold, repaying the loans, 
plus interest. This program is the most 
successful of all farm commodity pro
grams. 

Since it began in 1933, the coopera
tives have handled a total of $5.5 billion 
in loans. During the past 47 years, loans 
advanced to farmers, minus interest paid 
on the loans and sales of tobacco collat
eral, equal a net cost of $56.7 million to 
the American taxpayers. 

This amounts to 0.1 percent of the cost 
of all 13 farm commodity price support 
programs. Put another way, the net cost 
of the tobacco loan program over 47 
years represents about the same amount 
of money the Federal Government 
spends every 45 minutes. 

It also should be noted that during the 
life of the program, about $130 billion 
has been collected by Federal and State 
Governments in cigarette excise taxes. 
Tobacco also contributes heavily to the 
U.S. balance-of-payments, netting near .. 
ly $2 billion in foreign trade last year. 

Instead of asking if the tobacco sup
port program should be eliminated, the 
question should be, "How can other farm 
commodity programs be altered to oper
ate as efficiently as the tobacco pro
gram?" 

The amendment of the Senator from 
Ohio is unworthy, and I urge its defeat. 

Madam President. the cumulative loss 
since 1933 has amounted .to $56.7 million. 
That is since 1933. In th~ last l.O years, it 
has made money for the Federal Gov
ernment. even on the loan program. 

I might point out that comparable 
losses for the other commodit;es during 
the same period were $67 billion. 

As the Senator from Kentucky has 
pointed out, the Federal Government 
gets three ti.mes as much from this pro
gram as the tobacco farmers earn from 
it themselves. 

Madam President, I yield the floor. 
Mr. THURMOND. Madam President, 

wil.l the dist;ntrui<:hed Senator yield? 
Mr. HUDDJ.ESTON. Madam President, 

I yield 2 m1nutec; to the distinguished 
Sen~tor from South -r.a:rolina .. 

Mr. THUR""lOND. Madam Pres1dent, I 
rise in opposit~on to the amendment of._ 
fered by the Senator from Ohio (Mr. 
METZENBAUM) which purports to require 
the Senate Al!l'iculture Committee to re
port legislation that would eliminate 
tobacco subsidies. 

There appears to be widespread mis
understanding of the tobacco price sup
port program. A common misconception 
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is that the Federal Government is sub
sidizing tobacco producers. This is simply 
not the case. 

In 1933, as a result of excessive pro
duction and depressed prices, the Fed
eral Government promised tobacco farm
ers a minimum price for their crop, if 
they would agree to limit annual produc
tion. A referendum was held in which a 
majority of farmers voted in favor of the 
program. Subsequently, each farmer was 
assigned an acreage allotment. Addi
tional referendums have been held every 
3 years since 1940. 

The support price is not a subsidy. It is 
in fact a loan-which is repaid, with in
terest. Under the price support program, 
when prices fall below the support price, 
the Commodity Credit Corporation 
<CCC) will make loans to tobacco pro
ducers, with the tobacco as collateral. 
When prices rise above the support price, 
the CCC liquidates the tobacco it has 
been "holding" as collateral. The pro
ceeds from the sale are utilized to cover 
administrative and storage costs. 

The tobacco price support program has 
been one of the most successful of all 
farm commodity price support programs. 
The realized ~ost of the program since its 
beginning in 1933 has been about 0.1 per
cent of the cost for all 13 farm com
modity price support programs. There 
have been no losses at all in more than 
a decade. In fact, in most years, the pro
gram produces a profit for the Govern
ment. 

It also should be made clear, Madam 
President, that during the life of the to
bacco program, about $130 billion has 
been collected by the Federal and State 
governments in cigarette excise taxes. 

In 1979, the Federal Government re
ceived more than $2.4 billion in excise 
taxes on tobacco products, while State 
treasuries were benefited by $3.7 billion 
in revenues from tobacco. 

Tobatco also contributed favorably to 
this Nation's international balance of 
payments, netting nearly $2 billion In 
foreign trade in 1980. Over $2.4 billion of 
U.S. tobacco was exported last year, while 
about $487 million of foreign leaf was 
imported into this country. 

The point is, Madam President, the to
bacco price support program is not a· 
drain on the Federal Treasury. The pro
gram essentially pays for itself, and the 
tobacco industry enormously benefits the 
national economy through billions of dol
lars in excise taxes and trade receipts. 

Elimination of the successful tobacco 
price support program would create 
chaos in a farm1ng sector where stability 
has prevailed, and the ultimate victims 
would be thousands of small family 
farmers who depend on income from to
bacco, or leased tobacco allotments, for 
a substantial portion of their livelihoods. 

With regard to t.he health issue Mad
am President, I have stated many times 
that I do not think it is the province of 
Government to dictate to its citizens 
what they can and can not consume, so 
long as the products involved have not 
been proved to be criminally dangerous 
to society. 

My own view is that a substantial 
number of Americans are going to con-

tinue to smoke no matter what the Sur
geon General warns, e.nd I do not think 
it is the Government's job to forcefully 
shape personal habits. Moreover, wheth
er or not the tobacco price support pro
gram continues, tobacco products no 
doubt will remain available and be con
sumed by millions of Americe.ns. Elimi
nation of the support program would 
only mean that other countries would 
grow even more tobacco and American 
farmers would probably grow far less. 
That kind of foreign aid seems to me to 
be most unwise and illogice.l 

For all of these reasons, Madam Presi
dent, I believe this amendment should 
be rejected. 

Madam President, I ask unanimous 
consent that a leaflet prepa.red by the 
Tobac-co Institute, entitled "There Is No 
Tobacco Subsidy," be printed in the 
RECORD, and also a resume of points for 
retaining the tobacco program. 

There being no objection, the material 
we.s ordered to be printed in the RECORD, 
as follows: 

THERE Is No TOBACCO ISUBSIDY 

Countless tobacco critics have diagnosed 
"schizophrenia" in our federal government 
which, in one department scolds smokers 
and in another helps farmers who grow the 
leaf. 

End the "tobacco subsidy," the argument 
goes, and the image of the split personality 
will dissolve. 

In fact, there is no tobacco subsidy. 
Yes, taxpayers' money is used to guarantee 

farmers a minimum price for their tobacco 
crops. And their corn crops and their rice 
crops and their wheat and their peanuts, and 
their cotton. Thirteen different commodities, 
altogether. (See table.) 

No, the money isn't a gift. It's a loan. Re
paid with interest. To be eligible .a tobacco 
farmer must guarantee to limit his tobacco 
production. 

How does the program work? What does it 
really cost? What is its effect in terms of the 
smoking and health controversy? 

Nearly a half-century ago, the Great De
pression was more than a business calamity, 
p, stock market crash and an unemployment 
epidemic. Consumer purchasing power was 
low . .Agricultural prices would not sustain 
farm fam111es. 

Permanent federal government "programs" 
to stabilize many .aspects of the national 
economy, including agriculture, emerged 
from the Franklin Roosevelt administration 
and the Congress. Tobacco was among the 
leading farm commodities subjected to price 
stab111zation and production control legisla
tion. 

Tobacco is cultivated today on some 400,-
000 American farms. Amont5 major crops, its 
dollar yield per acre is highest. It is char
acteristically grown on a plot of land so small 
tnat no other crop on the same plot can sup
port a family. 

Traditionally, tobacco is sold at warehouse 
auctions after being graded for type and 
quality by government-employed inspectors. 
The rapid "chant" of the auctioneer records 
bids and invites higher ones as buyers from 
tobacco products and leaf export companies 
signal their interest. (U.S. tobacco products 
manufacturin(~ companies purcbase all their 
leaf supplies: none actually grows tobacco.) 

If leaf offered by a farmer is unsold at a 
government-"TJegged minimum price, and if 
the farmer has not exceeded his government
set production quota, he receives instead a 
government loan equal to the minimum 
price. His tobacco is taken as collateral by a 
cooperative funded by the government. . 

Tobacco is among the most imperishable of 

farm crops. It can be and is stored, some
times for many years, until it can be sold 
under more favorable commercial market 
conditions. 

Setting crop quotas in advance of each 
growing s-eason is an important and sophisti
cated activity of the U.S. Department of 
Agriculture. Among the considerations are 
weather and demand forecasts, as well as in
ventory factors and the outlook for quality 
and yield. 

For 44 years beginning in 1933, stab111za
tion of the tobacco farm economy has been a 
public policy objective in the U.S. 

But at what cost? 
In those 44 years, the arithmetic comes out 

this way: Loans advanced to farmers, minus 
interest paid on the loans, minus sales of the 
tooacco collateral equals a net loss of $52 
million to the taxpayers. That is twelve hun
dredths of one percent of the cost of all farm 
commodity price support operations. 

In a fair appraisal, one must add to this 
the government's annual administrative 
costs-for example, $5.6 m1llion in 1977 for 
tobacco-chiefly for inspection and market 
news services. This annual expense varies 
downward, of course, for earlier, pre-inflation 
years-$52 million, plus administrative ex
penses, in 44 years. 

During those 44 years, purchasers of to
bacco products paid the U.S. Treasury more 
than $68 b1llion in excises such as the current 
federal tax of eight cents on each package 
of cigarettes. They provided state govern
ments with an additional $46 billion. 

so there is no tobacco "subsidy." Consid
ering then the price stab111zation-production 
control program of the government (to give 
it its lengthy but proper label), what are its 
implications for the nation's health? 

Critics of the program see lt as helping to 
make tobacco products more easily and 
widely available on the consumer market. In 
their opinion, tobacco is a detriment to the 
health of Americans, and therefore the pro
gram is, too. But these critics appear to ig
nore the essential facts: 

1. The program is intended to and does 
keep tobacco leaf prices higher than they 
would be without it. 

2. The program is intended to and does 
keep tobacco supplies lower than they would 
be without lt. 

If the Congress were to repeal the program, 
as these critics have suggested, considerably 
increased acreage could be devoted to to
bacco farming. The restrictive quotas would 
be gone. There would be a larger tobacco 
supply entering the commercial market. 

As Health, Education, and Welfare Secre
tary Joseph Califano testified at a 1978 Con
gressional hearing: "I do not believe that 
anyone smokes or doesn't smoke or decides 
to begin or continue or stops smoking be
cause of the tobacco subsidy. I don't think it 
is in any way related to that." 

He gave the program the wrong name. But 
he gave it an accurate analysis. 

GOVERNMENT PRICE SUPPORT LOANS, 1977 

[Dollar amounts in millions] 

New loans 
Loans "charged 

off"-unpayable 

Corn _______________________ _ 
Wheat_ _____________________ _ 
Cotton ______ ________________ _ 
Sorghum ____________________ _ 
Soybeans ____ ______ ----------Tobacco ____________________ _ 
Sugarbeets ___________ ---- __ --
Rice _____________ ------------
Barley _______________ ---- __ --
Peanuts ___ -- ----------------
Oats ______ -- ----------------
Honey----------- ___________ _ 
Rye _________ ----------------

$1, 926.0 
1, 204. 0 

919.0 
384.0 
327.0 
288.0 
229. 0 
123.0 
111.0 
109.0 
64.0 

4. 0 
1.4 

Source: Fiscal Division, U.S. Department of Agriculture. 

$186 
140 
95 
34 

0 
0 
0 

146 
12 

102 
1 
0 
0 
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POINTS 

1 The tobacco price suppo·rt is not a sub
sidy. It is a loan which is repaid, with 
interest. 

2. The tobacco price support program has 
been one of the most successful or all farm 
commodity price support programs. Th_e re:al
ized cost of the program sdnce its begmnmg 
in 1933 has been about .1% of the cost for 
all 13 farm commodity price support pr?
grams. There have been no losses at all m 
more than a decade. In fact, in most years. 
the program produces a profit .Lor the govern
ment. 

3. In 1979, the Federal government received 
more than $2.4 billion in exclse taxes e-n 
tobacco products. State treasuries were bene
fitted by $3.7 billion in revenues from 
tobacco. 

4. Tobacco also contributed favo.rably to 
our balance of payments, netting nearly $2 
billion in foreign trade in 1980. Over $2.4 
billion of U.S. tobacco was exported last 
year, while about $487 mi111on of foreign leaf 
was imported. 

5. Destrnction of this successful program 
would crf¥-1 r.e chaos in a farming sector where 
stab111ty has prevailed. The ultim~te victims 
would bP. thousands of small fam1ly farmers 
who depend on income from tobacco. or 
leased tobacco allotments, for a substantial 
portion of their livelihoods. It would reduce 
revenues to the Federal and state treasuries, 
and adversely affect our trade balance. 

6. The 500,000 families in 22 states engaged 
in growing and harvesting of tobacco. 

Mr. THURMOND. Madam President, 
I just want to say in closing that I hope 
the Senate will not see fit to abolish this 
program. 

Mr. HUDDLESTON. Madam President, 
how much time remains? 

The PRESIDING OFFICER. Five min
utes, twenty seconds. 

Mr. HUDDLESTON. Madam President, 
I yield to the Senator from South 
Carolina. 

Mr. HOLLINGS. Madam President, I 
thank my distinguished colleague. 

Madam President, I rise in opposition 
to the amendment by the Senator from 
Ohio. This proposal is an attempt to 
eliminate the tobacco price support pro
gram thereby destroying an industry 
that works well and contri1butes much to 
the economies of many States and the 
Nation as well. 

This amendment is based on a limited 
perspective that fails to recognize the 
important contribution our tobacco pro
ducers make. I am confident that the 
Senate will reject this amendment 
handily, when the facts are presented 
and the case is made. Let me state that 
case and voice the concerns this amend
ment raises. 

First, the long-term costs of the to
bacco price support program are low 
since nearly all price support loans are 
repaid. Repaid with interest I might add. 
Commodity Credit Corporation net re
alized losses due to the tobacco program 
are expected to average below $1 million 
per year for the next 5 years. 

Since 1933, $5 billion has been loaned 
under the tobacco price support program 
with a loss rate of only 1 percent. 

A loss rate that, I might emphasize, 
Madam President, is the lowest of any 
major commodity. The tobacco program 
is successful, it works better than the 
rest, but my colleague inappropriately 
singles it out for elimination. 

Second, elimination of the tob~cco 
price support program could have senous 
employment effects. Tobacco is by far 
the most labor intensive agricultural 
crop grown in the United States. Tobacco 
production uses about 250 hours of labor 
per harvested acre, compared to 21 hours 
for cotton and 3 hours for food and feed 
grains. 

According to the Census of Agricul
ture, 50,000 tobacco farms reported em
ploying an average of 10 workers per 
farm, usually at harvest time. These sea
sonal workers have very few outside em
ployment opportunities because of their 
low skill level, lack of proximity to urban 
employment, and the minimum wage 
requirements of off-farm work. 

The production of tobacco, because of 
its labor intensity, offers many jobs to 
young peop!e and makes a significant 
impact on the youth employment prob
lem. 

Third tobacco production is stabilized 
through' the price support program. 'This 
aspect of the program enhances U.S. 
tobacco exports by increasing the relia
bility of U.S. supplies. 

Approximately $2.1 billion worth of 
tobacco products will be exported in 
fiscal year 1981. This ranks tobacco fifth 
among our agricultural exports, Madam 
President. 

Needless to say this has a tremendous 
and very beneficial impact on our bal
ance of payments. These exports 
strengthen the value of the dollar abroad 
and fight inflation at home by reducing 
prices on imported products. 

Fourth, termination of the tobacco 
price support program would be particu
larly detrimental to small-scale family 
farms. Tobacco growers represent 276,-
000 farm families in 18 States. The aver
age productive tobacco acreage per farm 
is only 3 acres. Tobacco is unique in 
that it a!lows small family farms to sup
port themselves. It preserves the familY 
farm. My colleague from Ohio would call 
an end to this. 

Fifth, smokers more than pay for the 
cost of the tobacco suprort program. The 
USDA program is estimated to cost about 
$0.2 billion in fiscal year 1981-less than 
one penny for each pack of cigarettes 
sold. 

Also, the Federal excise tax on ciga
rettes which is 8 cents per pack amounts 
to about $2 .6 billion per year. State and 
local taxes in turn generate about $3.5 
bilJion annuallv while other tax reve
nues, such as corporate income tax, ac
count for an additional $3 billion. 

Total estimated revenue for tax collec
tion from the tobacco industry, there
fore, Madam President, is in the vicinity 
of $9 billion annually. The tobacco pro
gram is economically sound and a sig
nificant money maker that I wish we had 
a few more of around here. 

With a few more contributors to our 
economic system along the lines of 
tobacco we would not have the economic 
problems that presently exist in our Na
tion. Success such as this should be pro
moted, not destroved. 

Finally, it should be indicated that 
despite t.he cr!t.lcs cont.f•nt.ion the t.o
bacco price support program is a sub
sidy; it is nothing of the kind. Usually 

there is no expense with the support pro
gram and generally the program gen
erates revenues for the Treasury. That 
is the record and the facts prove this 
point, Madam President. 

The tobacco price support program 
does not encourage increased tobacco 
production or smoking. The program in
sures orderly marketing and stabilizes 
tobacco r:roduction. It is a sound and 
contributing part of our economy, 
Madam President, and for this reason 
and the reasons I have outlined I urge 
that the amendment by the Senator from 
Ohio be defeated. 

Mr. HUDDLESTON. Madam Presi
dent, I yield 1 minute to the Senator 
from Kentucky. 

Mr. FORD. Madam President, not 
only is the program we are debating to
day of little or no cost at all to the Gov
ernment, it is also vital to the economic 
well-being of the State I represent. 

The importance of tobacco, the fact 
that 1 of every 14 Kentucky workers 
owes his or her job to the crop, and the 
rippling economic effect of the tobacco 
industry to communities, local, State
and even the Federal Government
were highlighted in a recent editorial 
in the Lexington <Ky.) Leader. 

I ask unanimous consent that this 
editorial be entered in the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 
VALUE OF TOBACCO INDUS·TRY SHOULD NOT BE 

UNDERESTIMATED 

It comes as no surprise to Kentuckians 
that tobacco is the commonwealth's cash 
crop, th::lt it has a major im:pact on the 
state economy and that one of every 14 
Blue Grass workers owes his or her job to 
tobacco. 

Nevertheless, it is good to hear a pres
tigious research organization reinforce our 
confidence in the tobacco industry and come 
up with some facts and figures to back up 
long-held opinions about the contributions 
it makes to the st:l.te. 

Granted that the study was commissioned 
by the Tobacco Institute, an organization of 
cigarette makers. However, the study was 
made by the Wharton Applied Research 
Center at the Universi·ty of Pennsylvania, 
so its credib111ty is above reproach. 

The timing of the report is significant, 
because it says good things about tobacco 
and its economic benefits. It can go a long 
way toward countering some of the criti
cism of federal tobacco programs that comes 
annu:tlly at budget time. 

What the study did was measure the Ken
tucky tobacco industry's effect on the econ
omy; that was based in a 1979 survey of all 
jobs, income and tax revenues directly re
lated to the industry's business activities. 

Since it was the first such study, it carries 
weight in facts and figures that are more 
plausible than previous statements many 
believed were con1ecture. 

For examp·le. the total tobacco industry 
generates 43 .580 fulltime jobs in the state, 
with compensation of nearly $399 mill·ion a 
year. The study estimates that tobacco also 
generates, through non-tobacco sector ef
fects, an additional 38,100 jobs and $517 mil
lion in compellSI3.tion. 

Consider also the benefits for state tax cof
fe·rs--about $9 million, or 2.3 cents of every 
tax ~ollar collected, was linked to tobacco 
in 1979. 

There is prestige and profit in Kentucky's 
standing among other states in tobacco sta
tistics. For example, it mnks second only to 
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Nort h Carolina in tobacco farm employment, 
and thi-rd! in manufacturing. The most prom
inent factor in this area, however, is t he fact 
that Kentucky ranks first in tobacco ware
hous-ing. 

That is paa-ticularly impressive to Le>::ing
tonians, because this is the world's largest 
burley m arket, and that segment of the in
duSJtry is the backbone of local economy. 

We hope that Gov. John Y. Brown, Jr., in 
making the report to a meeting of tobacco 
men here, caught the significance of the fig
ures on Kentucky 's. per-pack tax on cigaret
tes. The state in 1979, collected $21.3 million 
in this category, and its tax is onJy 3 cents 
a pack. 

We still maintain that the tax could be 
doubled, offering relief for state revenue 
shortfaals .a.nd at t he same time having a 
negligible effect on ctgarette sales. Increasing 
the per-pack levy certainly is somet hing 
Gov. Brown and the General Assembly should 
consider next year. 

The Wha.rton report comes at a time when 
t hings .are looking up for Kentucky burley 
farmers. Both poundlage quotas and support 
prices have been incre~S~Sed for this seJ.Son. 
Demand by buying companies probably will 
be greater this year. 

The report should also give a new image 
to tobacco and its importance in the eyes of 
all Kentuckians, because there are few who 
aren't touched by the economies of the leaf 
industry. 

Mr. FORD. Madam President, I think 
of all of the debate we have had on this 
issue in the past and there has been no 
change now. I urge my colleagues to 
vote as they have in the past. 

Mr. HUDDLESTON. Madam Presi
dent, I yield 2 minutes to the Senator 
from Virginia. 

Mr. WARNER. I thank the distin
guished Senator from Kentucky. 

Madam President, the law states that, 
should tobacco producers vote to adopt 
marketing quotas, as a supply control 
measure, the Government is required to 
pro·;ide price support. The method used 
to support tobacco prices is nonrecourse 
loans from the Commodity Credit Corpo
ration, with tobacco held as collateral. 

Since 1971, the amount of new loans 
made each year has ranged from $30.1 
million to $315.8 million, with the aver
age being $173.3 million per year. New 
loans in fiscal year 1980 amounted to 
$172.0 million. · 

Over the past 10 years, loan repay
ments have come within $24 million of 
equalling new loans that were made. 
There were large differences from .vear 
to year, but over the long run, repay
ments and loan outlays have approxi
mately balanced. . 

This is exactly how the loan program 
is designed to work, and the year-to
year variation between repayments and 
new loans is simply the m':lnifestation of 
the success supply stabilization feature 
of the price support program. 

It is the loan program that absorbs 
some of the shock of production varia
tion due to weather. Without stocks of 
tobacco under loan, the supply shocks 
wo~ld produce greater market price var
iatiOn. The loan program works to 
stabilize the tobacco market. 

A small amount of tobacco has been 
sold out of the loan program at a loss to 
the Government. These Joc;ses on tobacco 
sold from loan stocks. plus other associ
ated costs and recoveries, have totaled 
$1.66 million over the past 10 years, an 

average of $166,000 per year. In fiscal 
year 1980, the CCC showed a net loss of 
$36,000 on its loan activlties. 

The low net loss on tobacco loan activ
ities of the past 10 years typlfies the pro
gram since its inception. Since 1933, the 
cumulative loss on loan activities has 
amounted to only $56.7 million. Com
parable losses for all other commodities 
is $69 billion. 

I ask unanimous consent that a docu
ment entitled "Facts About Tobacco 
Price Support Program" be printed at 
this point in the RECORD. 

There being no objection, the informa
tion was ordered to be printed in the REc

ORD, as follows: 
TOBACCO PRICE SUPPORT PROGRAM 

1. Who Benefits? 
Farmers. Tobacco is the principal cash crop 

on 276,000 farms in 22 States. The price sup
port " loan" is made to farmers on tobacco 
that is not sold the day it is brought to mar
ket. The "Tobacco Stabilization Cooperative" 
takes posession of the tobacco, processes it, 
and sells it at a later date. The farmer is then 
paid for his tobacco, and thereupon repays 
the "loan." The average tobacco allotment is 
4.4 acres-so we're talking about relatively 
small farmers benefiting most. 

2. Is there a tobacco subsidy? 
No. The price support loans are all repaid 

when Stabilization sells its stocks. In fact , 
because the stocks are sold at a profit by Sta
bilization, the government actually realizes a 
profit. CCC had a net gain of $827 ,000 on 
tobacco price support operations in 1978, 
with $88 million more repayments in out
standing loans in 1980 than new loans 
offered. 

3. Does the tobacco program encourage 
smoking-The health issue. 

No. Here's what HEW says: 
" ... if the (tobacco) program has any ef

fect at all on public health it is favorable . 
The purpose of the program is to stabilize to
bacco production, and, thus, assu me fair 
prices to the farmer . If the program were to 
be withdrawn, though, prices would fall , and 
cigarettes might become less expensive, pos
sibly encoumging more young people to 
smoke." 

4. Tobacco taxes 
U.S. farmers received about $2 billion for 

their tobacco crop last year. 
The federal government received $2.4 bil

lion in direct taxes. 
States, counties, and cities collected al

most $4 bi11ion more, for a total of $6,305,-
521,000 in direct taxes on tobacco. 

5. Balance of trade 
One-third of all U.S. tobacco is exported

to the tune of $2.5 billion in 1980. The rav
or !l,ble ba-lance of trade in tobacco was $1.69 
billion. 

6. Farm income stabilization-the bottom 
line 

USDA projected a decline in farm income 
of 20-24 percent for 1980. A discontinuation 
of this program would further exacerbate 
the depressed economic situation and cause 
ma~sive foreclosures in the 8 states where 
tobacco is a leading crop. 

7. Caution 
The tobacco program is uniquely suited to 

that commodity alone because of its geo
graphic concentrat ion. Unlike other crops 
that can be grown anywhere, tobacco is con
centrated in the Southeast-with 67 percent 
in N.C. alone. 

Mr. MITCHELL. Madam President, I 
will vote for the pending proposal to re
duce spending in the budget resolution 
by $79 million by eliminating the costs 
the administration has identified in con
nection with the tobacco program. 

This resolution purports to be a bare
bones budget, containing only the most 
essential spending for our national de
fense, for our economic recovery and for 
the survival of the most needy in our 
soclety. At a t ime when inflation is erod
ing the purchasing power of the wages 
of working men and women and the 
pensions of retirees, the goal of a bare
bones budget is a laudable oue. 

All Americans are prepared to scale 
back their demands for programs and 
services if we have, in truth, a budget 
that contains only the minimal amounts 
absolutely essential for Government 
operations. 

But the presence in this resolution of 
funding of $79 million to encourage the 
production of a commodity which the 
Government itself has identified as pos
itively harmful to human health-a 
commodity, moreover, whose growers 
claim is in no need of a subsidy-is in
consistent with our object iva. 

During our first budget-cutting debate, 
the majority in the Senate decided we 
could not afford $80 million for voca
tional education costs-a program that 
helps young people prepare to hold pro
ductive, taxpaying jobs in our economy. 
That majority decided we could not af
ford to pay for the costs of rural health 
care centers-low-cost clinics which 
serve people who have no ready access 
to physicians. That majority even deter
mined that we could not afford $6 million 
to maintain a program of immunization 
for America's children. 

Yet, this resolution says that we can 
afford $79 million to continue to support 
the production of a commodity which is 
not a food source, has no medicinal value, 
and has been associated with the most 
serious and life-threatening illnesses. 

If the Senate determines that tobacco 
program costs cannot be cut, then we 
have plainly established the wrong prior
ities in this budget. How can anyone 
stand before the American people and 
say that we cannot afford $6 million to 
protect our children from disease, but we 
can afford $79 million to subsidize the 
growing of tobacco? 

Various claims have been made for 
public support of spending cuts: The 
majority of those claims rest on reason
able grounds. But I have seen no evidence 
to support the contention that the pub
lic desire for budget cuts, reallocation 
includes a desire to protect the expendi
ture of $79 million to grow tobacco. 

The PRESIDING OFFICER. Who 
yields time? 

The Senator from Ohio. 
Mr. HUDDLESTON. Madam President, 

I reserve the remainder of my time. 
Mr. METZENBAUM. Madam Presi

dent, I was pleased to bear the comments 
of my distinguished friends addressing 
themselves to this issue. 

As a matter of fact, I am not prepared 
to stand here and say they are 100 per
cent wrong, because they are not. They 
are partially right. But their figures tell 
only a small part of the story. 

They do not reflect the fact that we 
have $840 million in price support loans 
outstandtng, some as old as 7 years, and 
almost all of which are far below the 
cost of money to our Government. 



.. -

May 12, 1981 CONGRESSIONAL RECORD-SENATE 9441 
They do not reflect the fact that this 

$849 million is in nonrecourse loans. 
All we have is 670 million pounds of 

tobacco stored away. Some of it cannot 
be sold because current demand is being 
met by current production. Some of it 
cannot be sold because it would under
cut the current price. Some of it cannot 
be sold because, reportedly, it is old and 
stale. 

The bottom line is that the Federal 
Government is not getting back dollar for 
dollar what it loans out because of this 
670 million pound white elephant which 
represents, in the CRS report's own 
words, an outstanding loan of $814 
million. 

The CRS study, which some have re
ferred to, does not include the allotment 
lease payments, about $279 million a 

· year, which are passed on to the con
sumer in higher tobacco prices, nor does 
it include the interest subsidy for the 
outstanding loans which amount to about 
$106 million in costs, nor does it include 
the losses from the crop insurance pro
gram, or the $15 million a year adminis
trative cost to run all these programs. 

If this program did not cost the Fed
eral Government any money, if this pro
gram did not provide for a Federal sub
sidy, does anybody really believe that as 
many Senators as have risen on this 
floor to oppose it would have seen fit to 
come to the floor for that very purpose? 

Of course it costs money. Of course it 
costs hundreds of millions of dollars. All 
we are trying to do is to cut back $79 
million of that Federal subsidy. 

Madam President, if the opposition is 
ready to yield back the remainder of its 
time, I am prepared to yield back the 
remainder of my time. 

Mr. HUDDLESTON. Madam Presi
dent, how much time do we have re
maining? 

The PRESIDING OFFICER. There are 
3 minutes and 2 seconds. 

Mr. HUDDLESTON. Madam Presi
dent, I shall take just a minute to re
spond to the statements just made by 
the Senator from Ohio. 

We are not here because it is a Gov
ernment expenditure program, we are 
here because it is a program that has 
stabilized and controlled the growing of 
tobacco and has been eminently success
ful. It is the major source of income for 
hundreds of thousands of small farmers 
throughout the tobacco area. That is why 
we are here defending it today. 

Madam President, I yield back there
mainder of our time. 

The PRESIDING OFFICER. All time 
has been yielded back. 

Mr. HUDDLESTON. I move to lay the 
amendment on the table. I ask for the 
yeas and nays. 

The PRESIDING OFFICER. Is t.here a 
sufficient second? There is a sufficient 
second. 

Mr. JOHNSTON. Madam Pre'3ident, I 
ask unanimous consent that this be a 10-
minute vote. 

Mr. BAKER. Madam President, I need 
to clear that on my side. I am sympa
thetic to it. I must object for now. 

The PRESIDING OFFICER. The ob
jection is heard. The question is on 
agreeing to the motion to lay the amend
ment on the table. The clerk will call the 
roll. 

Mr. BAKER. Madam President, before 
the rollcall starts, I am told that we do 
not have an objection. I join in the re
quest of the distinguished Senator from 
Louisiana that the rollcall be a 10-
minute rollcall. 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

Mr. HELMS. Madam President, I ask 
unanimous consent that I be allowed to 
proceed for 30 seconds to make a parlia
mentary inquiry-just to make a point. 

Mr. METZENBAUM. Madam Presi
dent--

Mr. HELMS. I am not going to address 
the substance, Madam President. 

Mr. METZENBAUM. The Senator is 
not going to raise any parliamentary 
questions? 

Mr. HELMS. No, Madam President, I 
just want to ask the Parliamentarian if 
a point of order would lie against this 
amendment. 

Mr. METZENBAUM. Madam Presi
dent, I yielded to the Senator only be
cause he said he is not raising a parlia
mentary question. 

The PRESIDING OFFICER. The 
Chair advises the Senator from North 
Carolina that the Parliamentarian says 
it would be subject to a point of order. 
It is not mathematically consistent. 

Mr. HELMS. I just wanted to make 
that point, Madam President. 

The PRESIDING OFFICER. The yeas 
and nays have been ordered. The clerk 
will call the roll. 

The legislative clerk called the roll. 
Mr. STEVENS. I announce that the 

Senator from Maryland <Mr. MATHIAS) 
is necessarlly absent. 

Mr. CRANSTON. I announce that the 
Senator from Nevada <Mr. CANNON) is 
necessarily absent. 

The PRESIDING OFFICER (Mr. STE
VENS). Are there any other Senators in 
the Chamber who wish to vote? 

The result was announced-yeas 56, 
nays 42, as follows: 

[Rollcall Vote No. 111 Leg.) 
YEAS-56 

Abcl:nor Exon 
Andrews Ford 
Baker Goldwater 
Baucus Grassley 
Boren Hayakawa 
Burdick Heflin 
Byrd, Helms 

Harry F ., Jr. Hoi.Engs 
Byrd, Robert C. Huddlest<:m 
Ch'les Inouye 
Cochran Jackson 
Cra.nston Jepsen 
D 'Amato Johnston 
DeCcncini La··alt 
Den~ Long 
Dixon Lugar 
Dole MatsUllJil.g.a 
Domenici Mattingly 
East McClure 

Armstrong 
Bentsen 
Bid en 
Boschwitz 
Brad:·ey 
Bumpers 
Chafee 
Cohen 
Danforth 
Dodd 
Durenberger 
Eagleton 
Gam 
Glenn 

NAYS-42 
Gorton 
Hart 
Hatch 
Hatfield 
Hawkins 
Hel.nz 
Humphrey 
Kassebaum 
Kasten 
Kennedy 
Leahy 
Levin 
Metzenbaum 
Mitchell 

Melcher 
Murkowskl 
Nunn 
Percy 
Pressler 
Pryor 
Randolph 
SMbanes 
Sa<ner 
Schmitt 
s :mp'Xln 
Stennis 
Stevens 
Symms 
Thurmond 
Tower 
Wallop 
warner 
Zorlnsky 

Moynihan 
Nickles 
Packwood 
Pell 
ProYmiTe 
Quayle 
RLegle 
Roth 
Rur.lmra.n 
Specter 
Stafford 
Tsonga.s 
Welcker 
Willi.a.ms 

NOT VOTING-2 
oannon Ma.thla.s 

So the motion to lay the amendment 
<UP No. 92) on the table was agreed to. 

Mr. HELMS. Mr. President, I move 
to reconsider the vote by which the mo
ti1on was agreed to. 

Mr. METZENBAUM. I move to lay 
thaJt motion on the mble. 

The motion to l1ay on the table was 
agreed to. 

The PRESIDING OFFICER. Under 
the previous order, the Senator from 
New Mexico is recognized to offer an 
amendment. 

UP AMENDMENT NO. 93 

Mr. DOMENICI. Mr. President, I am 
offering a technical amendment to cor
rect the reconciliation instructions, as I 
indicated earlier. I send the amendment 
to the desk. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from New Mexico (Mr. 
DOMENICI) proposes an unprinted amend
ment numbered 93. 

Mr. DOMENICI. Mr. President, I ask 
unanimous oonsent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 25, l·ine 16, delete "$645,000,000" 

and insert in lieu thereof "$505,000,000." 
On page 25, line 18, delete "$3,243,000,000" 

and insert in lieu thereof "$2026,000,000." 
On page 25, line 18, delete "$3,200,000,000" 

and insert in lieu thereof "$1,932,000,000." 
On page 25, line 19, delete "$4,011,000,000" 

and insert in lieu thereof "$2,656,000,000." 
On page 25, line 20, delete "$3,961,000,000" 

and insert in lieu thereof "$2,616,000,000." 
On page 25, line 21, delete "$4,613,000,000" 

and insel't in Heu thereof "$3,153,000,000." 
On page 25, line 21, delete "$4,517,000,000" 

and insert in lieu thereof "$3,066,000,000." 
On page 27, line 18, delete "$2,282,000,000" 

and insert in lieu thereof "$2,460,000,000." 
On page 27, line 19, delete "$372,000,000" 

and insert in lieu thereof "$402,000,000." 
On page 27, line 20, delete "$8,578,000,000" 

and insert in lieu thereof "$9,956,000,000." 
On page 27, line 21, delete "$6,733,000,000" 

and insert in lieu thereof "$8,082,000,000." 
On page 27, line 22, delete "$10,035,000,000" 

and insert in lieu thereof "$11,E86,000,000." 
on page 27. line 22, delete "$8,968,000,000" 

and insert in lieu thereof "$10,440,000,000." 
On page 27, line 23, delete $12,324,000,000" 

and insert in lieu thereof "$14,014,000.000." 
on page 27, line 24, delete "$10,872,000,000" 

and insert in lieu thereof "$14,014,000,000." 
on page 28, line 5, delete "$176,000,000" 

and insert in lieu thereof "$215,000,000." 
On page 28, line 6, delete "$110,000,000" 

and insert in lieu thereof "$149,000,000." 
On page 28, line 7, delete "$695,000,000" 

and insert in lieu thereof "$787,000,000." 
On page 28, line 7, delete "$1,011,000,000" 

and insert in lieu thereof "$1,103,000,000." 
On paO'e 28. line 8. de1eLe "$q01 000.000" and 

insert in Ueu thereof "$1,082,000,000." 
On page 28, line 9, delete "$1,537,000,000" 

and insert in lieu thereof "$1,716,000,000." 
On page 28, line 10, delete "$1,164,000,000" 

and insert in lieu thereof "$1,355,000.0()()1;" 
on p~ge 28, line 11, delete "$2,056,000,000" 

and insert in lieu thereof "$2,247,000,000." 
On page 28, line 16, delete "$764,000,000" 

and insert in lieu thereof "$1 ,764,000,000." 
On page 28, line 17, delete "$19,000,000" and 

insert in lieu thereof "$29,000,000." 
On page 28, line 19, delete "$4,088,000,000" 

and insert in lieu thereof "$4,138,000,000." 
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On pa.ge 28, line 20, delete "$4,846,000,000" 
and insert in Ueu t}:lereof "$4,976,000,000." 

On page 28, Une 22, delete "$5,101,000,000" 
and insert in Ueu thereof "$5,261,000,000." 

On page 34, line 9, delete "$3,659,000,000" 
and insert in lieu thereof "$3,791,000,000." 

On page 34, line 9, delete "$8,383,000,000" 
and insert in Ueu thereof "$8,427,000,000." 

On page 34, line 10, delete "$3,591,000,000" 
and insert in Ueu thereof "$3,748,000,000." 

On page 34, line 11, delete "$9,373,000,000'' 
and insert in lieu thereof "$9,492,000,000." 

On page 34, line 12, delete "$3,454,000,000" 
and insert in lieu thereof "$3,637,000,000." 

On page 34, line 13, delete "$9,745,000,000" 
and insert 1n lieu thereof "$9,907,000,000." 

Mr. DOMENICI. Mr. President, I move 
the adoption of the amendment. 

Mr. HOLLINGS. We have no objection. 
The PRESIDING OFFICER. The 

question is on agreeing to the amend
ment of the Senator from New Mexico. 

The amendment was agreed to. 
Mr. DOMENICI. Mr. President, I move 

to reconsider the vote by which the 
amendment was agreed to. 

Mr. HOLLINGS. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. , 

The PRESIDING OFFICER. The 
Senator from Tennessee. 

Mr. BAKER. Mr. President, may we 
have order in the Senate? 

The PRESIDING OFFICER. Will 
Senators please take their seats? 

Mr. BAKER. Mr. President, earlier I 
had planned to make this request, and I 
make it now. 

I ask unanimous consent that consid
eration of the amendment by the dis
tingUished junior Senator from Tennes
see in sequence be vitiated. 

Before the Chair rules, I explain that 
the Senator from Tennessee very kindly 
agreed to offer his amendment tomor
row. It is a sense of the Senate resolu
tion. It need not be attached to this 
resolution. I have agreed that I will make 
a provision, which I will do later this 
evening, for a time for the transaction 
of morning business tomorrow, in which 
that resolution can be considered. 

I express my appreciation to the Sen
ator from Tennessee for his considera
tion in permitting us to proceed in this 
manner. 

The PRESIDING OFFICER. Without 
objection, the order is vitiated. 

ECONOMIC ASSUMPTIONS OF S. CON RES. 19 

Mr. FORD. Mr. President, in just a 
few moments, the Senate will vote on 
the revised second budget resolution for 
fiscal year 1981. I intend to cast my vote 
to approve this resolution, but I do so 
with grave reservations al::out the eco
nomic assumptions on which this ver
sion of the budget is based. 

I am concerned-deeply concerned
that these assumptions are far too opti
mistic and I seriously question their 
validity. 

The Budget Committee has relied on 
assumptions that are identical to the 
administration except that interest 
rates were adjusted to take into account 
trends implied by prices in the Treasury 
bill futures market. 

These assumptions, in my opinion, are 
still closer to wishful thinking than 

reality. I hope that I am mistaken, but 
I fear that time will prove it true. 

Historically, the Budget Committee 
has relied on economic predictions of 
the Congressional Budget Office which 
have consistently been more reliable 
than administration forecasts. But now, 
despite CBO's dependable track record, 
the Senate apparently prefers to ignore 
the CBO's assumptions which project 
slower economic growth, higher inflation 
and higher interest rates and rely, in
stead, on the rosier picture painted by 
the administration. 

As Senator HOLLINGS pointed out in 
his minority views: 

For the first time in its history, the Budg
et Committee ignored the economic as
sumptions of the nonpartisan Congressional 
Budget Office. It formulated a budget not 
using the CBO estimates, but instead using 
"Reaganomics" which predicted nearly twice 
the growth rate in 1982 predicted by other 
major economic forecasters, as well as totally 
unrealistic inflation and interest rate pro
jections. 

Using the CBO estimates, the 1984 
deficit actually amounted to over $50 
billion-not the balanced budget as
serted by the Republicans. 

I realize that it is difficult, if not im
possible, to project what the economy 
will look like 6 months from now, much 
less 3 years down the road. But at the 
same time, we have a responsibility to 
separate fact from fiction and reality 
from fantasy. 

The administration's figures fail to 
accomplish this, and I fear this fact will 
become painfully clear in the months 
ahead. 

If anything, I have presented a com
pelling case for opposing this resolution, 
but yet my vote on this budget resolu
tion, like my vote on the budget recon
ciliation measure, will be in support of 
the President's overall economic pro
posals. 

Despite my misgivings, I do not want 
to be seen as an obstructionist. While I 
disagree with many specifics of the ad
ministration plan, I will give the Presi
dent a chance to put his economic re
covery program in place. 

I hope that it will work. I hope that it 
can pump new life into this country's 
economy and bring inflation under con
trol. I also hope that if the economic 
projections on which we are signing off 
today prove to be in error, that the ad
ministration will come back to the Con
gress, admit it made a mistake, and 
work with the Congress to correct any 
shortcomings that become obvious in 
this plan. 

Mr. LEVIN. Mr. President, the first 
budget resolution for 1982 recognizes a 
clear need to cut spending and taxes. I, 
too, recognize that need and wish I could 
find a way to support the specific ap
proach contained in the resolution. 

Unfortunately, I cannot for two fun
damental reasons. First, the budget 
makes little economic sense. The budget 
assumes a 30 percent across-the-board 
cut in marginal tax rates-a cut which 
is truly inflationary and assures deficits 
in 1984 and beyond. Economists and in
vestors are already responding to the in-

fiationary implications of this budget. 
The increase in interest rates, and the 
projection by Secretary Regan that they 
may again reach 20 percent-or high
er-is compelling evidence to suggest 
that the private sector does not view this 
tax plan as an economic answer. There
cent increase in Treasury bill yields also 
points to significant skepticism about 
this economic approach. Obviously, 
higher interest rates will do little to spur 
sales of major consumer items-like au
tos and homes. Any economic recovery 
plan which has the effect of further re
tarding demand in these critical sectors 
of the economy has very little chance of 
success. 

Furthermore, this tax plan just does 
not do enough to target incentives to 
save and invest. The approach used de
nies us the use of other more precise tax 
tools which could have come from alter
native plans-tax plans which the Sen
ate rejected today even though they were 
endorsed just last year by a bipartisan 
majority on the Senate Finance Com
mittee. Our economy ought not be a po
litical football. But the votes we have 
seen today suggest that it has become 
one. 

Philosophically, I am unable to sup
port this resolution because it denies 
basic principles of equity. The assumed 
tax cut confers disproportionate relief to 
the wealthy. In the area of budget cuts, 
this proposal violated the commitments 
we have made as a nation to millions of 
seniors who have come to depend on the 
social security system for adequate re
tirement incomes. We are breaking our 
promise to the unemployed, the poor, 
and the disadvantaged-breaking the 
President's own pJedge that a safety net 
for the truly needy would remain in 
place. 

The resolution is unfair to more than 
individuals. It is also unfair to entire 
regions of the country and sectors of 
the economy. If the budget is considered 
a tool to encourage economic growth, 
and promote growth in areas needing 
help, this budget is contrary to that 
goal. For example, objective studies sug
gest that an analysis of the budget cuts 
and the defense spending increase 
clearly work to the disadvantage of older 
industrial States of the· Northeast and 
Midwest. While water projects remain 
relatively untouched, critical economic 
development programs are eliminated or 
substantially reduced. I just do not be
lieve that this country is really willing 
to sacrifice its honor and its future in an 
effort to reduce Federal spending-es
pecially when alternative reductions have 
been offered which are compatible with 
our past promises. 

Mr. President, this resolution makes 
some laudable reductions in Federal 
spending. I suport many of them. In 
fact, if my votes on t.his resolution and 
the reconciliation bill are examined, it 
becomes clear that for every dollar I 
voted to spend, I also voted to reduce a 
matching amount in other areas. My sup
port for increased spending in some 
areas, then, is not a vote for increased 
Federal spending above the President's 
level. But because the mix of reductions 
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is unfair, because the tax plan is eco
nomically unproductive, I cannot sup
port the resolution. 

Mr. BRADLEY. Mr. President, the 
economic policy reflected in this budget 
resolution is not sound, and I must op
pose the resolution. It is a static, rather 
than a forward-looking approach. It sub
jects the economy to volatile cross-cur
rents, rather than striking out on a di
rect course to improve competitiveness, 
lower inflation and achieve vibrant 
growth. It fidgets with formulas, rather 
than addressing economic fundamentals. 

Mr. President, I believe this budget 
resolution reflects and reinforces an un
tested economic theory that gambles 
with the only economy we have. It 
threatens to mortgage our future to •a 
throw of the dice. 

Mr. President, the budget resolution 
strikes the wrong fiscal balance be
tween spending and revenues, contains 
an unexamined defense spending time 
bomb that threatens to explode with 
shattering effect on our economy in the 
future, and results in a s•timulative fiscal 
policy that is at cross-purposes with the 
restrictive monetary policy that the Fed
eral Reserve Will be driven to in order to 
offset the budget's inflationary effects. 
The result for the economy is a high risk 
of inflation, financial uncertainty and 
poor growth performance. 

Mr. President, 6 weeks ago I supported 
the reconciliation resolution approved by 
this body because I share with the Pres
ident and with inost of my Senate col
leagues, a c·ommitment to reduce Fed
eral spending. That measure addressed 
only the issue of savings on tlhe spending 
side of fiscal policy; it permitted no ac
tion concerning the revenue side of fiscal 
policy. 

Accordingly, I voted to support the 
general level of savings achieved in the 
measure. But it makes no sense to make 
large cuts in spending, in order to reduce 
inflation and strengthen private capital 
markets, if you recklessly allow those 
gains to hemorrhage out the tax side with 
consumption -stimulating inflationary 
tax cuts for the next 3 years. And it is 
unf'air to take food from the mouths of 
children, or medical care from the poor 
in order to preserve tax privileges which 
complicate the equitable administration 
and broad understanding and acceptance 
of our tax system. 

Mr. President, spending on the tax 
side, in the form of tax expenditures, is 
no less inflationary and no less damag
ing to capital markets than is direct 
spending on programs. Indeed, it is my 
view that the mix of spending and reve
nue policy reflected in this budget resolu
tion is more damaging to the economy 
than would be a mix favoring productive 
public expenditure and disfavoring in
flationary tax programs or exploitative 
tax privileges. 

Accordingly I proposed a package of 
changes to the budget resolution which 
have redirected spending to programs 
that move the economy toward long
term real growth, and away from tax ex
penditures that make no direct contribu
tion to growth. I sought to strengthen 
our country's industrial base, which is 
necessary to make us more competitive 

in the future. That means replacing old 
plants and equipment with new capital 
investment. I strongly support measures 
to stimulate increased net savings and 
investment without which we will not 
improve our productivity, or make the 
necessary technological breakthroughs. 
But no less important to rekindle eco
nomic growth are two other investment 
co'!Jlponents: Retaining our economic in
frastructure such as railroads, and devel
oping human capital in the form of 
skilled manpower for the industries of 
the future. Mr. President, my program 
specifically increased funding for re
search and development, mass transit, 
education, worker retraining and science 
by reducing tax-avoidance schemes such 
as commodity tax straddles and others. 
My proposal would have achieved a bet
ter, more productive fiscal mix by 
strengthening future-oriented programs, 
eliminating wasteful tax subsidies, and 
at the same time reducing the Federal 
deficit. I cannot support a budget pro
gram th·at would spend more to gain far 
less. 

I also cannot support a budget resolu
tion that turns defense spending into a 
blind alley which could lead straight to 
economic disaster. I support a strong de
fense for this country, but not scatter
shot defense spending. Such an approach 
will not only undermine our economy, 
but it is the surPst way to undermine the 
consensus in this country for a strong 
defense. We need a sustained defense 
effort over time, not a one-shot glut. We 
must not repeat the error of the 1960's 
when we financed a war with inflation, 
instead of recognizing that everything, 
including defense, has an opportunity 
cost. We need to present Americans with 
a solid defense program trimmed of all 
fat, aimed at realizing clearly articulated 
strategic objectives and funded in a way 
that convevs strength and analysis. 

The people of thi.s country I think will 
come to understand that escalating levels 
of defense spending combined with deep 
tax cuts cannot assure either real eco
nomic growth or a steady sound defense 
buildup. Now they are willing to bear the 
cost of the higher defense expenditure, 
Which I believe we need, because secu
rity is the most basic human need. But 
they will cont~nue that support only if 
they know wh~t they are getting, and are 
satisfied that they are getting, what they 
pay for. 

Mr. President, OUI' Government has a 
responsibility to justify defense increases 
in terms of the strategic requirements of 
our national c:;ecurity and to make clear 
the real 'Costs of such a defense under 
realistic assumptions about develop
ments in our economy. The administra
tion has not done this. Therefore I pro
posed a sense of the Congress resolution 
calling on the a-dministration to report 
to Congress the effect on the economy 
of the proposed defense spending and 
deep tax cuts under varying rates of 
economic growth. 

It also called for a thorough justifica
tion of the administration defense pro
grams in terms of the strategic require
ments of U.S. national security inter
ests. My proposal was defeated. There
fore my concern remains that these crit-

ical strategic and economic considera
tions will not receive the necessary atten
tion. 

Finally, Mr. President, now that the 
tax side has been added to the spending 
side of the budget equation, my concern 
that the President's economic program 
would risk high inflation a.nd depressed 
growth intensifies. Because of the failure 
to balance spending and tax cuts proper
ly, and to design both with an eye toward 
improving the competitiveness of the 
U.S. economy, the Federal budget is 
prone to stimulate c-onsumption and 
thereby fuel the wage-price cycle. This 
fiscal stimulus will cause the Federal Re
serve to further restrict the supply of 
money, driving up interest rates. In the 
absence of a sound program to fight in
flation, this will put a squeeze on real 
economic growth. High interest rates will 
drive out the very investment that is nec
essary to improve the competitiveness of 
U.S. industries, ~md provide the robust 
economic growth which the a.dministra
tion is counting on to generate revenues 
for balancing the budget and funding de
fense. With a fiscal policy that is at cross
purposes with monetary policy, the 
economy won't achieve the necessary 
growth. There will be little or no relief 
from inflation, and the budget deficit 
will grow out of control. This will not 
fulfill the promise that we made to the 
American people to move toward a bal
anced budget and to restore robust real 
growth. Further, it will not set in place 
the basis for a competitive economy able 
to meet the challenges of the future. 
Therefore I cannot give my support to 
this budget resolution, and to it8 under
lying economic policy. 

IMPOUNDMENT CONTROLS IN BUDGET 

RESOLUTION 

Mr. HATFIELD. Mr. President, I wish 
to commend Chairman DoMENICI and 
the members of the Budget Committee 
for their efforts to date. They have pro
vided the framework for the Senate to 
implement the goals of the economic re
covery program. I r :se today, however, to 
remark upon that portion of the Budget 
Committee's report on the resolution 
which deals with increased impound
ment powers for the executive branch. 
Title X of the Budget Act, entitled "Im
poundment Control," is of particular in
terest to me and, I think I can safely 
say, most Members of the Senate. 

Title X provides for the procedure of 
rescinding and deferring appropriated 
funds . The President transmits special 
messages to Congress to propose the de
lay-deferral-or elimination-rescis
sion-of budget authority for a particu
lar program. This is an option available 
to the President whenever he determines 
that all or part of any budget authority 
will not be reauired to carry out the full 
objectives of programs, or that such an 
action is necessary for fiscal policy con
siderations. Unless both Houses of Con
gress complete action on a rescission bill 
within 45 days, the budget authority 
must be made available for obligation. 
In the case of deferrals, one House must 
pass an impoundment resolution in or
der to disapprove the delay of obligating 
funds. 

This process insures Congress review 
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of such Presidential proposals, and de
velops a partnership with him to achieve 
an appropriate fiscal policy. This year, 
for example, President Reagan has sent 
Congress a large number of rescission 
and deferral proposals which are an im
portant part of this overall economic 
recovery program. The Congress has lost 
no time in considering the President's 
package and is forging ahead on the fis
cal year 1981 supplemental appropria
tion which will implement a great deal 
of his program. Let me illustrate how 
diligently both Appropriations Commit
tees are pursuing the rescission process 
this year. Over the life of the Budget 
Act, Presidents have proposed some $11.9 
billion in rescissions and Congress has 
approved approximately $6 billion. This 
year alone, I am confident the members 
of the Appropriations Committees will 
agree in conference to over $13 billion in 
rescissions. So in 1 year, we will eclipse 
the totals established over the life of the 
Budget Act. 

I mention that to ind ~cate just how 
responsive Congress can be in enacting 
spending cuts. But I also should note 
that rescissions are not simply pro3pec
tive savings. They actually constitute a 
reversal of appropriations choices made 
by Congress only months before. These 
earlier decisions are not entered into 
lightly and that explains why Congress 
may sometimes be reluctant to reverse 
itself. 

The report on the budget resolution, 
however, proposes a review of this proce
dure with an eye for greatly expanded 
impoundment powers vested in the ex
ecutive branch. I appreciate the desire 
on the part of Members to give the Pres
ident maximum flexibility to reach his 
economic goals. But I feel that to do so 
through amending title X of the Budget 
Act in this way would not be the respon
sible course. 

As most Members recall, title X and 
its impoundment controls are the heart 
of the congressional budget process. It 
was extensively debated and carefully 
constructed to provide balance between 
what was seen at the time as an abuse 
of the Presidential power of impound
ment and the Constitutional mandate for 
Congress to take responsibility for ap
propriating funds. The Senate, in par
ticular, made clear its intentions regard
ing that responsibility, by resisting the 
House's approach to impoundment con
trol. The House-passed version of the 
Budget Act-H.IR. 7130, 93d Congress
contained a provision for handling im
poundments proposed by the executive 
branch, requiring a resolution by either 
House to disapprove executive branch 
impoundments. In other words, in the 
absence of congressional action, the im
poundment would take place. Because 
the Senate felt so strongly that impound
ment actions must undergo the active 
scrutiny of the very legislative body 
which made the authority originally 
available, the conferees on the Budget 
Act achieved a compromise on this point. 
That is why today we have the process 
by which the President proposes rescis-

sions, but Congress must act in order for 
them to take effect. And, alternatively, 
Congress must intervene to prevent the 
President from deferring funds. This 
two-pronged approach is the result of 
much careful debate and consideration. 
This procedure has been tested many 
times since 1974, and especially this year 
is providing the Congress the ability to 
react most positively to Presidential pro
posals aimed at limiting spending. 

Mr. President, I should also add a word 
about the deep concern of both the House 
and Senate Appropriations Committees 
over so-called uncontrollable expendi
tures. These are the outlays driven by 
entitlement programs, permanent ap
propriations and other payments man
datory under law which are not subject 
to the discipline of annual appropria
tions review. The level of so-called un
controllables is over 77 percent of the 
President's 1982 budget. 

Unfortunately, the rescission process 
does not touch these programs at all. 
Instead, rescissions cut only the remain
ing 23 per~ent of the budget which is un
.der annual aJ)propriations review. In 
this light, it is obvious that increased 
impoundment powers for the President 
will do nothing to bring restraint to the 
large uncontrollable segment of the 
budget most in need of review. 

I believe there are improvements in 
the process which the Congress should 
consider. For example, the act provides 
for 45 days of continuous congressional 
session in which to act upon rescissions. 
This is confusing and time consuming, 
since the wait has often averaged as 
much as 80 days. In place of the current 
provision, I believe we should substitute 
a 60-calendar day limit. 

Another benefi~ial change would allow 
a deferral after a prior rescission or de
ferral is rejected. This action would be 
allowed only where the new deferral 
furthers good administrative practice or 
is based on factors unknown when the 
prior proposal was made. Thus, the 
President could make use of sound fi
nancial practices and aid in controlling 
unwarranted expenditures. 

But in its zeal to provide the President 
with the greatest latitude to achieve a 
balanced budget, Congress must not un
do the careful balance struck between 
legislative and executive authority in 
title X of the act. 

Mr. President, let me close with just 
a few words about ~nother proposal bv 
the Budget Committee. I share their 
concern about the difficulties experi
enced in estimating outlays and I com
mend them for focusing our attentjon 
on this issue. This is a problem which 
will no~ present a simple solution, since 
overestimates have been as large a prob
lem Rs undPrest.im~:~.tec; in recent years. 
':1'' · ~ f~··~- ·:r ' ;-~ "h""!:"+: i~~u.~+-r .... tec; our ex-
perience with outlay estimates from 
1969 to the present. 

Again, Mr. Prfsident, I want to com
mend the Budget Committee, and 
espectally its chairman, for the work 
thev have done. I plan to coo11erate fu1ly 
with them as we explore the proposals 
outlined in their report. 

DIFFERENCE IN BUDGET OUTLAYS: CURRENT-YEAR 
ESTIMATE TO ACTUAL 1969-1981 

[Outlays in billions of dollars] 

Difference 
Current-

Fiscal period 
year Percent-

budget Actual Amount age 

1969 ____________ 183.7 184.6 0. 9 0. 5 
1970.----------- 197.9 196.6 -1.3 -. 7 1971 ____________ 212.8 211.4 -1.4 -.7 19n __________ __ 236.6 231.9 -4.7 -2.0 
1973.----------- 249.8 246. 5 -3.3 -1.3 1974 ____________ 274. 7 268.4 -6.3 -2.3 
1!:175.--- -------- 313.4 3Z4. 6 11.2 3. 6 
1976.----------- 372.3 365.7 -6.6 -1.8 
1977------------ 416.6 401.9 -14.7 -3.5 
1978.----- ---- - - 46Z.2 450.8 -11.4 -2.5 1979 ____________ 493.4 493.7 .3 . 1 19!!0 _____ ___ ____ 563.6 579.6 16.0 2. 8 1!!81_ ___ __ ______ 66Z. 7 NA ------------------ --

Mr. LEAHY. Mr. President, I will op
pose the budget plan before us today 
because in my judgment, it is not equi
table, it is not balanced in its priorities, 
and it is not economically sound. 

A consensus has formed in favor of 
reduced Government spending, reduced 
Government regulation, and lower taxes 
to promote thrift and business invest
ment. It is a consensus shared by the 
American public, by Congress, and by 
President Reagan. 

This consensus was shaped by a com
mon desire for an improved economy, 
for lower inflation, new job opportunities 
and greater economic security. It is held 
together by a belief that spending cuts 
and selective tax cuts will improve the 
economy. It is held together because the 
American public trusts Congress and 
trusts the President to make necessary 
cuts in a just and sensible way. 

Mr. President, I must oppose this 
budget because it breaks this public trust 
and the consensus that I joined. It vio
lates the rules of equity and fairness. 
It lacks in vision and planning for the 
future. It is short on compassion. And 
worse, it promises, in my judgment, 
higher inflation, fewer jobs, and less eco
nomic security for many Americans. 

Earlier this year, I supported the 
budget reconcilation resolution to cut 
the budget by some $36 billion this year 
alone. I favor substantial cuts in Federal 
spending because I believe a balanced 
budget is one of the many steps that 
must be taken to reduce inflation and 
interest rates. 

Unfortunately, the budget before us 
today proposes huge budget deficits for 
the next several years-deficits which 
the Congressional Budget Office esti
mates may exceed $200 billion by 1984. 

What do the money experts think? 
Expectations of higher inflation have 

again pushed the prime lending rate near 
20 percent-this despite predictions by 
the Reagan aaministration that those 
rates would soon fall below 10 percent. 

In the last 10 days of trading on the 
New York Stock Exchange, the Dow 
Jones average of 30 industrials has plum
meted 60.61 points. 

Mr. President, these developments are 
not votes of confidence for the Reagan 
economic plan. A close look at the budget 
plan be.fore us reveals some troubling 
facts. 
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There is strong reason to believe that 

huge budget deficits will persist through
out the remainder of the President's 
term in office. 

This budget assumes real economic 
growth of between 4 and 5 percent each 
year beginning this fall. It assumes in
flation of 8.3 percent and falling, and in
terest rates of 12 percent and falling, also 
beginning this fall. And it assumes that 
unemployment will decline to 7.2 percent 
next year and will continue to fall over 
the next several years. These optimistic 
forecasts are greatly at odds with most 
private economic forecasters. If the 
economy does not perform the hoped for 
miracles, the budget deficit could swell 
by tens of billions of dollars. 

Over the next 3 years, this budget pro
poses $170 billion in increased defense 
spending-more than the entire fiscal 
year 1981 defense budget-$176 billion in 
domestic spending cuts, and tax cuts of 
$293 billion. Unless the untested "supply
side economics" theory works miracles, 
budget deficits of nearly $300 billion or 
$100 billion each year may be the result. 

Even if the optimistic economic fore
casts and theories bear themselves out 
fully, there is still reason to believe that 
this budget will not be balanced in 1984. 

On top o.f the rosy forecasts, this 
budget relies on savings of $81 billion 
from "additional cuts not yet proposed, 
assumed passage of legislation to in
crease Presidential impoundment powers, 
assumed 1 percent cuts in waste, fraud, 
and abuse'' and other sleights of hand 
to bring it into balance. 

Mr. President, this budget is just plain 
fiscally irresponsible. It places commit
ments to a careless and wasteful defense 
buildup and tax handouts to the wealthy 
above the fight against inflation. 

The huge budget deficits likely to re
sult are not the only infiationary feature 
of this plan. 

Few economists will argue that the 
$54 billion Reagan-Roth-Kemp tax cut 
proposed for next year, written entirely 
in red ink, will not be inflationary. Com
ing at a time of already high inflation, 
it is virtually certain to fan, not dampen, 
inflation. 

This budget overlooks the major role 
that skyrocketing energy costs and oil 
import bills continue to play in our pres
ent inflation. To cut energy conservation 
and alternative energy development 
budgets by roughly two-thirds is pure 
folly. 

Not only do I oppose the economic pol
icies reflected by this resolution, Mr. 
President, but I believe many of the spe
cific spending cuts it assumes are in
equitable and shortsighted. 

The combined e1Iect of cuts in housing, 
highway and EPA sewage construction 
moneys, regional and community devel
opment moneys, and large cuts in Farm
ers Home, SBA, and HUD lending pro
grams may prove devastat!ng to Ver
mont's economy and the economies of 
other rural States with chronic money 
shortages. 

It is false economy to slash assistance 
for preventive health care and education 
assistance. Greater costs to society will 
surely follow. 

All of our major nutrition programs
school lunch, food stamps, and the spe
cial program for pregnant women, in
fants, and children <WIC) -will be dra
matically reduced if Congress enacts this 
budget. While I support efforts to cut 
Federal spending, even in the nutrition 
area, these cuts are pennywise and 
pound-foolish. 

Mr. President, the budget cuts for 
child nutrition may achieve immediate 
savings, but the long-term costs for 
health care and education will far out
weigh the short-term benefits. According 
to Vermont school officials, these nutri
tion cuts may force many elementary 
and secondary schools to close down their 
school lunch program, a program which 
has been in existence since 1946. If the 
cuts are not modified, most school lunch 
programs in rural areas will close in 
1982. 

A balanced mix of all the domestic 
energy sources is needed to end the U.S. 
dependence on foreign oil. This mix must 
include fossil fuels, solar, hydro, and 
other renewable energy resources as well 
as a strong conservation effort. The en
ergy spending proposals reflected in this 
budget are not balanced. Cuts of roughly 
two-thirds have been proposed for con
servation programs, for solar and renew
able energy source programs, and for 
fossil fuel programs in fiscal year 1982. 
At the same time, large subsidies for syn
thetic fuels and a 33-percent increase in 
funding for nuclear power programs 
were left in place. 

These cuts ignore the realities of to
day's energy markets, the success of re
newable energy programs and the suc
cess of conservation e1Iorts in Vermont 
and elsewhere. Funds for conservation 
and renewable energy source programs 
should be restored. 

Major reductions are proposed in 
Federal support for mass transportation 
in rural and urban areas. These cuts 
threaten the future of the entire Am
trak passenger rail system, including 
Vermont's "Montrealer". While it may 
be possible for Vermont's four rural bus 
lines in the areas surrounding Rutland, 
Bethel, Newport, and Bennington to ab
sorb some budget cuts, the Reagan ad
ministration proposal which is tied to 
the cuts could force all four bus lines to 
end or seriously reduce their services. 

Reduced funding for mass transit and 
arbitrary and urban-biased restrictions 
on the use of mass transit funds contra
dict our Nation's need to reduce the con
sumption of foreign oil through more 
efficient transportation services. 

There are also areas where I believe 
further cuts could and should be made, 
and where proposed spending increases 
go too far. 

We can and should save miWons of 
additional tax dollars by eliminating 
water projects that are not e~onomically 
justi.fled. To stop construction of the 
Tennessee-Tombigbee and Dickey-Lin
coln proiects would save well over $2.5 
billion. Halting these two projects this 
year would save $200 million, an amount 
rouahly equal to the entire Federal pay
ment to the State of Vermont. 

Another area in which to achieve 
budget savings is the myriad "advisory 

commissions." They are easy to set up, 
but are proving considerably more dif
ficult to end. For example, the Franklin 
Delano Roosevelt Memorial Commission 
was established in 1955 to create a suit
able memorial for FDR. It was set up 
despite the existing memorial in down
town Washington, and against the wishes 
of the Roosevelt family. While the com
mission's $500,000 annual budget may 
appear small, the total spent to fund over 
800 such "advisory commissions" is sub
stantial. The Leahy report in 1976 on 
this abuse of taxpayers' dollars has re
sulted in many of them being discon
tinued, but the job is far from complete. 

Finally, we must recognize that Amer
ica's security is based on a balance which 
must be struck among efforts to address 
all of our national needs-defense, eco
nomics, energy, health, and so on. In
discriminate defense spending destroys 
this balance and is precisely the same 
thing as indiscriminate Government 
spending in any other area-waste. 
Amerlca cannot afford waste in any 
program. 

To give the Pentagon, or any Federal 
department, $255 billion without suffici
ent guidance and accountability is both 
shortsighted and irrest:onsible. We must 
question the need for the full $170,000,-
000,000 defense spending increase which 
has been proi:osed over the next 3 years. 
We must question where and how each 
dollar will be spent. Before we commit 
billions to any new weapon program, we 
must make certain that there are ample 
funds for fuel, training, operations, 
maintenance, and personnel in the De
partment of Defense. 

Mr. President, I commend President 
Reagan for acting swiftly and effectively 
in presenting h ;s economic plan. I share 
his commitment to control further the 
growth of Government spending, to pro
vide selective tax cuts for business and 
individuals, and to continue to simplify 
and reduce the cost of Government reg
ulation. 

In the spirit and interest of the broad 
publ'c support which I believe exists for 
each of these goals, I believe we should 
reject the budget plan before us today. 
We should reject it in favor of a plan 
which promises an end to huge Federal 
budget deficits. This plan does not. 

We should reject it in favor of a 
budget package whi·ch assumes a modest, 
carefully targeted tax cut which Gov
ernment can afford. This budget will 
place us billions and billions more into 
debt. 

Finally, we should reject this plan in 
the interest of a budget which requires 
equal sacrifice and o1Iers equal reward 
to the different regions of the country 
and to people of differing economic 
means. 

CONCERNS ABOUT REAGAN'S ECONOMIC PLAN 

Mr. EAGLETON. Mr. President, the 
American people clearly want an end to 
inflation. President Reagan has used his 
enormous personal appeal and his for
midable sales ability to convince them 
h's program will do just that, and more. 
The administration has promised that 
its economic package of budget cuts, tax 
cuts and tight money will do it all-
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bring inflation under control, stirm~l~te 
economic growth, increase product1v1ty 
and reduce the role of Government in all 
our lives. What is more, the plan pro
vides the resources with which to re
build the Nation's defenses and make it 
the unrivaled superpower on Earth. 

Mr. President, it is a difficult thing to 
rise in opposition to such a wonderous 
prospect as this. Yet, that is what I do 
today, for the simple reason that it just 
will not work. There is no way one can 
increase defense spending over 3 years 
by $100 billion, reduce taxes over the 
same time by a net total over $300 billion 
and offset it in any feasible way by cuts 
in basic social programs. Even if Con
gress were willing to go along with addi
tional social cuts, we would still be left 
with a highly expansionary and infla
tionary program. 

This is not just one Democrat's view of 
the matter. Skepticism and downright 
disbelief are widespread within the 
economic and financial communities. Re
move the emotional and partisan trap
pings from this package and get down 
to hard-headed economic analysis, and 
you will hear a different verdict than 
what is likely to be reached here today. 

Let me cite some examples to elabo
rate my point, Mr. President. For ex
ample, the May 7, 1981 Wall Street 
Journal contained a front page article 
that I found worrisome entitled "Wall 
Street Is Greeting President's Program 
With Jitters, Turmoil." The article went 
on to say that "a top White House offi
cial concedes that the recent turmoil in 
the financial markets 'indicates a lack 
of confidence in the President's pro
gram'." 

This sentiment was compounded by 
economic pundit Henry Kaufman of the 
New York investment banking firm of 
Salomon Brothers several weeks ago in 
a speech before the National Press Club. 
Dr. Kaufman, whose s.tanding in finan
cial circle3 is such that his words can 
influence markets, said that he was 
sympathetic toward the administra
tion's goals, but he was completely at 
odds with its theory of economics. Dis
cussing the administration's proposed 
tax cut and increases in defense spend
ing, he said: 

The powerful stimulative combination of 
large tax cuts and sizable increases ln de
fense spending is likely to more than offset 
the restraining influence of a slowing in 
Federal expenditures, even with some pre
sumed revenue feedback from the tax cut. 
. .. The stimulants (in the Reagan pack
age) are bound to have a greater demand 
multiplier impact than the negative impact 
coming from a slower growth in non-defense 
outlays. 

Later in the speech he stated: 
The new fiscal policy, however, is exceed

ingly expansionary, does not pursue a course 
that fights inflation vigorously along the 
way, and wm place nearly all the anti-in
flation effort squarely on monetary policy. 
... Massive tax cuts, large leaps in defense 
spending, and a slowdown in other Govern
ment outlays wm not, in my opinion, be 
enough. These measures will place an ex
traordinary strain on monetary policy, lead
ing to further distortions in financial mar
kets, much higher interest rates, and addi
tional fraglllty of our financial systems. 

The May 3, 1981 New York Times 
Magazine carried an article by leading 
MIT economist Lester Thurow, entitled 
"Undamming the American Economy'' 
in which Dr. Thurow convincing argues 
that the Reagan administration's brand 
of supply-side economics will not, in fact, 
"undam the economy." Dr. Thurow 
wrltes: 

If the GNP is to resume growing, the 
monetary dam must be removed. But this 
means finding some technique other than 
recession for fighting inflation. The cur
rent administration has no such technique. 
It merely plans to pursue the old methods 
with greater vigor. 

He further criticizes the administra
tion for an unrealistic and unimagina
tive approach for dealing with our eco
nomic woes. 

But the Reagan Administration's proposed 
investment incentives are as poorly targeted 
as its savings incent ives . . .. At t he same 
time that its program to stimulate produc
tivity is inadequate, the Reagan Administra
tion has no new proposals for dealing with 
inflation .... it is not surprising that the 
Reagan Administration has drifted off into 
what Vi ::-e-Preside • t B "sh once cal ·ed "voo
doo economics." Economic progress is osten
sibly going to be restored without anyone 
having to sacrifice--except the poor. Tax 
cuts are the order of the day. 

A case of the jitters at home ha.s also 
been mirrored by our friends and allies 
abroad. During British Prime Minister 
Thatcher's visit to the United States 
several months ago, much talk centered 
on the topic of the economies of the 
United States and Great Britain-and 
the extent to which the two countries 
were proceeding down similar paths. 
There are, in fact, striking similarities 
between the two plans : Mrs. Thatcher 
promised sizable tax cuts, deep spending 
cuts, and an end to rampant inflation. 
She believed that excessive growth in 
the money supply was the root cause of 
that inflation and therefore promised 
to keep a tight rein over monetary pol
icy. Finally, she promised to pare down 
the role of government overall. From 
all appearances, Ronald Reagan may be 
trying to ride that same wave with a 
plan of action that mirrors that of our 
close ally. 

What has been the reaction of some of 
Mrs. Thatcher's own press to President 
Reagan's proposals? Let me cite a few 
quotes: 

From the Financial Times: 
On the political side, Mr. Reagan has 

clearly committed all his formidable powers 
of persuasion to his program . . . the as
sumptions about growth and inflation are 
quite another matter, except for those so 
star-struck as to believe that Mr. Reagan's 
persuasive charm can alter t he whole pattern 
of market behavior .... Tbis is a road we 
have recently traveled and it did not arrive 
at the expected destination. 

From the Daily Guardian: 
The rationale behind t he Reap.:an Anmin.ls

tration's tight money policy is essentially 
sin11lar to Mrs. Thatcher 's: if t he government 
borrows less even in recession, then tbe pri
vate sector will be able to borrow more for 
productive investment. There is everything 
right with the objective, but sadly. every
thing wrong with the method. 

Last, but not least, from the respected 
London Economist: 

Even if all the proposed tax cuts fought 
their way through a 1 or 2 percent rise in 
annual productivity by some improbable (but 
not impossible) supply-side magic. this 
would take at most 1 or 2 percent off the 
inflation rate, and the rest would have to be 
accomplished by monetary control or (this is 
the real hope) lower inflationary expecta
tions leading to lower wage demands . . . 
Any American tug-of-war between bungled 
budgets and ever tighter money will be un
remitting bad news all around the world. 

The quote from the Financial Times 
dwells on a key element of the Reagan/ 
Thatcher plan: The use of the "bully 
pulpit'' as an economic tool for reducing 
inflationary expectations. The British 
people wanted "believing to make it 
so"-and elected Margaret Thatcher's 
party into office. But Britain's progress to 
date has shown that it takes more than 
unswerving faith to make her bold ex
periment work. 

The administration's preoccupation 
wlth inflationary expectations has un
settled many people. Referring to a quote 
from the Reagan White Paper, "An Eco
nomic Plan for Recovery," which stated 
that "central to the new policy is the 
view that expectations play an important 
role in determining economic activity, in
flation, and interest rates," Lawrence 
Chimerine, Chief Economist for Chase 
Econometrics Associations said bluntly, 
"The impact of expectations on the in
flation process is very, very slow." Wil
liam Fellner, an economist with the con
servative American Enterprise Institute 
added, "Because most labor contracts 
run three years, there will be a lag of 3 
or 4 years before a change in expecta
tions produces a slower inflation rate.'' 
Irwin Kellner wrote in the February 
1981 Manufacturers Hanover Economic 
Report: 

The probab11ity of success (of t he Presi
dent's economic program) would be greater 
tf less attention were paid to the relatively 
new and untested rational expectations 
theory and more emphasis were placed on the 
traditional, well-known and respected 
theories of balancing the budget, slowing 
money growth and providing additional eco
nomic incentives from business investment. 

That these distinguished gentlemen
whose word is highly respected on Wall 
Street-find reason to be concerned with 
an important component of the Reagan 
package is cause for concern on my part. 
Others are skeptical of the underlying 
assumptions on which the package is 
based. Said Irving; Shapiro, chairman of 
E. I. Dupont de Nemours and Company, 
"I have a lot of trouble with this new 
economic religion. No businessman 
would run his business on the basis of an 
untested thesis." 

From abroad, the Swiss Journal de 
Geneve says: 

Like Lucky Luke, t he cowboy who shoots 
faster than his shadow, Ronald Reagan has 
only one chance of succeeding : He has to 
take America by speed .... If a ma!ority of 
Americans judge inflation to be unbeatable-
for that matter the Reagan program doesn't 
contain any specific anti-inflation measure
one can confidently bet that current mone
tary tensions, which are keeping interest 
rates at high levels, will persist .. . . 
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As we debate this budget resolution, I 

will hazard a guess that Congress will 
pass legislation that will leave the ad
ministration's budget proposal more or 
less intact. However, I am not so san
guine about the fate of the tax p~o
posals; I believe other colleagues of ~ne 
would echo these sentiments. Speakmg 
of the Reagan tax proposal, Sam Naka
gama, an economist with Kidd~r Pea
body calls it "the most irresponslble fis
cal program to be presented to the 
American people in our time. Reagan 
says he wants to shift 2-3 percent of the 
GNP to defense, 1 percent to energy and 
1 percent to capital formation. How can 
he do that with a consumption tax cut?" 

Said Fred Peck, an economist at the 
First Boston Corp., "No one except the 
administration ever expected tax cuts 
to increase savings substantially." The 
January 15 issue of Financial World 
quotes Lawrence Kudlow, formerly an 
economist at Bear Stearns, and current
ly Assistant Director for Economic Policy 
at OMB saying, "They can't cut the 
budget enough in 1981 and Kemp-Roth 
will just worsen Federal borrowing." As 
for th~ composition of the tax package, 
the March 1981 Dun's Review quotes 
Arthur Levitt, Jr., chairman of the 
American Stock Exchange as saying. 
"* * * capital gains tax cuts would help 
us more. Government must recognize the 
need to move financial assets from the 
less productive to the more productive 
part of our economy." 

There are echoes of this skepticism 
from abroad. The February 16, 1981 is
sue of Forbes magazine quotes Roger 
Nightingale, an economist at the London 
brokerage house of Hoare Govett, Ltd. 
(and whom Forbes calls the "British 
Henry Kaufman") as saying: 

The U.S. supply siders say they'll encour
age investment by changing the tax environ
ment. Of course, you can make investment 
more attractive to industrialists , but at th€: 
expense of collecting less taxes. So your · 
federal deficit goes up. How do you financn 
it? Do you increase consumer taxation-
meaning that consumers spend less--so that 
extra capital equLpment is not balanced on 
the consumption side? Or do you sell more 
bonds? But in that case industrialists either 
have less money to buy equipment or con
sumers have less money to buy new output. 

The well-known Japanese newspaper 
Yomturi Shimbun states: 

Although the President claims that the 
reduce:l tax revenues will be saved and en
courage capital investment, isn' t it possible 
that on the contrary consumer spendin~ w111 
increase, accelerate inflation ... ? The most 
essential question is, with only this policy 
w111 labor and management change their way 
of thinking and co-operate ln the enhance
ment of productivity? 

I hope that my colleagues will find 
these viewpoints and comments con
structive during this debate on the first 
concurrent resolution on the budget. As 
I mentioned earlier, it troubles me that 
some of our conservative businessmen 
and investment analysts are sendlng out 
so many red flags on the Reagan ad min
istration's economic package. 

For my part, I am most unhanpy that 
the Senate Budget Committee hac:; 
chosen to use the administrati.on's eco
nomic assumptions as the basis for this 

resolution-rather than using CBO's 
numbers. As my good friend Senator 
HoLLINGS pointed out so well in his "In
dividual Views on the Budget Resolu
tion," it will be virtually impossible for us 
to achieve a balanced budget by 1984 as 
the Republicans predict using these 
numbers. By 1984, the Republicans have 
magically waved away an early $45 bil
Eon deficit. They have assumed, among 
other things, a !-percent cut in all func
tions for "waste, fraud, and abuse," a 
40-percent pay absorption by the De
fense Department, passage of Presi
dential impoundment powers legislation, 
and "additional cuts not yet proposed" 
to the tune of $22.8 billion in fiscal year 
1984. In my opinion, this is nothing but 
sleight of hand. 

Those are the Republican's own fig
ures that they arrived at in their April 9 
meeting. Instead of a balanced budget 
for fiscal year 1984, the Republicans werP. 
confronted with a $45 billion deficit. If 
one were to use the more reasonable, im
partial figures of the Congressional 
Budget Office, the real deficit could ap
proach a figure closer to $80 billion, mak
ing it the biggest deficit in the country's 
history. 

Let me urge my colleagues to reflect 
on these facts and on some of the state
ments made by others in positions of re
sponsibility here and abroad. I have 
quoted economists, academicians, busi
nessmen, and press-all of whose opin
ions are widely solicited and wisely re
s:r,:-ected. As we proceed with the budget 
resolution, let us not be hesitant to lis
ten to others "out there" who wUl ulti
mately know the impact of our decisions 
here, for the rise and fall of Reagan
omics depends on them. 

In conclusion, Mr. President, over the 
3-year life of the Reagan tax proposal, 
taxes would be cut over $300 billion. 
During these same 3 years, the Admin
istration will spend over $100 billion ad
ditional on national defense. 

With $300 billion less revenue and $100 
greater defense spending, there is no way 
on Earth that we can have a balanced 
budget by 1984. 

Further, along the road to 1984, there 
will be greater Federal deficits, greater 
Federal borrowing engendering high in
terest rates, and greater inflation created 
by the consumption-oriented nature of 
the tax cuts. 

That is why Wall Street and financial 
analysts are becoming concerned over 
the economic consequences of th~ 
Reagan tax plan. 

That is why we should be concerned as 
well. 

That is why we should vote against the 
budget resolution, which is predicated 
on the Reagan tax plan. 
BUDGET RESOLUTION EXCESSIVE, INFLATIONARY 

BUT BETTER THAN NOTHING 

Mr. PROXMIRE. Mr. President, I shall 
vote for the budget resolution with a 
heavy heart. I vote for it because it does 
place limits on the volume of Federal 
spending. Those limits are too high, 
much too high. I tried to cut those limits 
by $48.8 billion in the amendment I of
fered. The amendment would have bal
anced the budget. The Senate proposes 

in this budget a mamouth .. 
deficit for 1982. That ~48.8 b1lh~m 
Up prices it Will h 1 defi?lt w1U dnve 

t th · ' e P keep mterest rates 
~nfo~~~:~fynt.tcr.uelly punishing level. 

· . ' 1 Is a fact of life that 
~lthout this resolution the deficit would 

e even worse. The sentiment in the 
House and Senate where committees al
re~dy push .spending above the limits of 
this resolutiOn makes that clear 
. Mr .. Pre~ident, the first step 1~ bring
mg _high mterest rates down is to stop 
fat mcreases in Government borrowing 
How do we do that? One way: Balanc~ 
the budget and run surpluses. Until we 
do, the greatest geniuses in the world at 
~he Federal Reserve can not bring high 
mterest rates under control. And high in
terest rate~ choke this economy, right 
now. Housmg, automobiles, small busi
ness have their backs to the wall because 
the ~e~eral Government borrows almost 
a tr111.10n dollars a year-the average 
:naturlty of our $945 billion national debt 
1s ~ess .than a year-and in the process 
dnves mterest r~tes right up to the sky . 

So le~ us not k1d ourselves. This budget 
reso~ut10n may keep the situation from 
gettmg worse than it otherwise would 
get. But it does not solve the problem. 
The people of this country want the 
budget balanced. And right now. We 
know that. How do we answer the simple 
question: "Why don't you cut spending 
enough to stop this immense increase in 
Fede.ral borrowing every year? '' Mr. 
Pres1dent, I have been waiting for 3 years 
for the answer to that question. Every 
year I submit an amendment balancing 
the budget, and every year I get the same 
answer: "Not this year. Some other 
time." Mr. President, that simply is not 
good enough. I am going to continue to 
offer a balance budget amendment every 
year I remain in the Senate until we do 
it. When we do and only when we do will 
we begin to make a credible fight to bring 
inflation and high interest rates under 
control, and not until then. 

Mr. KENNEDY. Mr. President, I op
pose this budget resolution and I intend 
to vote against its final passage by the 
Senate. 

All of us support a fair policy of budget 
restraint. All of us seek to reduce infla
tion and to restore prosperity. But we 
cannot support the unfair economic 
policy of unequal budget sacrifice which 
the administration has proposed. 

The administration claims it has a 
mandate from the people for its program. 
But I do not believe that the American 
people voted last November to deny a col
lege education to the sons and daughters 
of workers and the middle class. I do not 
believe that the American people voted 
last November to turn their backs on our 
public schools, on health care for our 
children, on housing for our cities, or on 
cost-of-living benefits for the millions of 
retired Americans for whom social secu
rity is an essential lifeline. 

The figures we are talking about and 
voting upon are not just printouts from 
computer runs or numbers on a balance 
sheet. 

This is not a time for silence, delay, or 
equivocation. Real human beings will 
suffer from untreated illness if these 
budget cuts are enacted into law. Real 
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workers will be put out of work. Theel
derly next winter will be left with a cruel 
choice between food on their tables and 
heat for their homes. Students will be 
forced to abandon their dream of a col
lege education because they have lost 
their college loans. Teachers of reading 
and arithmetic will be fired from the 
public schools. Echool nutrition programs 
will be cut back for 14 mlllion children. 
Infants will be born retarded because of 
cuts in protein supplements for their 
mothers. 

There are those who suggest that no 
matter what the merits of our case, we 
should not resist the conservative t ide. 
They suggest, in effect, that we try to 
ride the tide ourselves-or at least wait 
for a better political time to speak. But 
as Democrats, we stand for more than 
that. As Democrats, we must not run out 
on all those who have always depended 
on our party as their hope and the ~r 
help. As Damocrats, we must not run 
from our great political convictions for 
the convenience of the hour. As Demo
crats, we have always been, and we must 
always be, more than warmed-over Re
publicans. 

The budget now before us is an un
relenting budget for the super-rich. It 
is antihealth, antieducation, anti
elderly, antipoor, and antimiddle class. 
It rests on a quicksand of quixotic eco
nomic myths that will make all our 
problems worse. It is a budget whose 
antigovernment bias is contrary to our 
best traditions and alien to all our hopes. 

The plain fact is that we cannot re
new our industrial base, revive our cities, 
or restore price stability without active 
effective government. I am convinced 
that the day for that kind of government 
will come again-and sooner than our 
opponents now foresee. And when it 
does, we will be ready. 

We will be ready with new ideas, but 
they will not be retreads of the reac
tionary policies of this day. They will 
be rooted in the timeless and time-tested 
values of the Democratic Party-equity, 
compassion and a fair prosperity for all 
Americans. 

Mr. THURMOND. Mr. Presiden1t, the 
measure before the Senate, the first con
current resolution on the budget for fis
cal year 1982, represents another mile
stone along the road to a national eco
nomic recovery and a balanced Federal 
budget. I commend President Reagan 
and his administrat~on for his foresight 
in charting what I believe is a proper 
course for this Nation's future, and I 
congratulate Sena:tor DoMENrcr for his 
leadership in bringing this package to 
the Senate for consideration. 

This budget resolution represents a 
sharp and greaJtly needed break with past 
Federal policies in three critical areas. 
First, it contains the reconciliation in
structions enacted by the Senate a few 
weeks ago that initiate i!ihe greatest re
ductions in previously adopted spending 
programs ever attempted. These curtail
ments are urgently needed to r·ein in run
away spending in a number of pro<.n-am 
areas. This passage will cut in half the 
otherwise anticiPaJted rate Of future in
creases in Federal outlays from in excess 
of 12 percent to about 6 percent, or an 

average annual decline of 1.1 percent in 
real terms. Clearly, the Federal Govern
ment's appetite for spending must be 
whetted, if we are ·to be successful in 
balancing the budget as soon as prac
ticable and in getting infia;tion under 
control. 

The second major policy change set in 
motion by this budget resolution is its 
allowance for the tax reduction package 

·recommended by President Reagan. 
Th·ere are a number of reasons why the 
Reagan tax cut is necessary, Mr. Presi
dent, but the bottom line is that the Fed
eral Government has not only been 
spending too much, i·t also has been ex
tracting too much from the pockets of 
working Americans and the vast major
ity of businesses. A sustained high rate 
of inflation over the la:st few years, <'Om
bined with the progressively increa:sing 
percentage bite of the Federal income 
tax tables has pushed American families 
into higher tax brackets--a phenomenon 
known ·as bracket creep-thereby caus
ing an actual decline in real incomes. 
This, in turn, has contributed to a de
cline in individual savings, a drop in 
work effort and employee productivity, 
and general stagna:tion in the economy. 

In the business sector, American com
panies have found it increasingly dttn
cult to build new plants and purchase 
modern eo.u~pment--the kind of invest
ments that would create new jobs and 
enhance oroductivity. This has occurred 
because the current tax laws do not per
mit :firms to recover the cost of capital 
expenditures in a realistic time, consid
ering the rate at which prices of such 
recurring investments have been rising 
and the rapid wr2teoffs permitted com
peting firms in most other industrial 
nations. Thus, the accelerated, simpli
fied depreciat1on schedules and invest
ment credit modifications proposed by 
President Reagan are essential. They are 
essential, Mr. President, if we are to 
·achieve the productivity advances and 
economic growth necessary to restore 
and preserve the U.S. position of world 
economic leadership. Of course, directly 
associated with this goal of economic 
strength among nations is the objective 
of further improving the standard of 
living for all our citizens here at home, 
especially those who are now without 
jobs or are underemployed. 

Mr. President, thts budget resolution 
not only follows the course of economic 
revitalization boldlv charted by Presi
dent Reagan, it also embraces a third, 
most important policy change initiated 
by our Prestdent-that of reviewing the 
decline in real spending for our Nation's 
defense. With the Soviet Union out
spending the United States in nearly 
every military category and encourag
ing Communist aggression at evP-ry op
portunity throu~hout the world, it is 
absolutely critical that we undertake a 
major reallocation of spending from do
mestic Proqrams to national defense. 
This budget resolution begins that proc
ess of reallocation. It allows for increased 
defense spending at an avera~?e annual 
rate of 16.4 percent for fiscal years 1981-
85, in contrast to an average real de
erne of 2.6 percent oer year during the 
decade of the seventies. 

Mr. President, we must, for our free
dom's sake and that of our children, put 
our defense priorities first. Unfortu
nately, that has not been the case in the 
post-Korean war years, as It ederal ex
penditures for defense and international 
affairs slipped dramatically from a level 
exceeding domestic spending, to a point 
in 1980 where, for every dollar spent on 
defense and international affairs, $4.32 
was spent on domestic programs. We 
cannot afford for these trends to con
tinue. Our economy cannot stand the 
strain of such rapid increases in social 
program spending, and our defensive 
bulwarks cannot stand further neglect. 
We are fortunate to be at peace today 
because our potential adversaries still 
respect our strength; however, that re
spect is declining, as our advantage in 
military capabilities is eroded in one 
area after another. If we are to preserve 
our freedom and world peace, there must 
be no room for doubts about the strength 
of this Nation's defenses or its ability 
to res.t:ond swiftly to crises wherever they 
may occur throughout the world. 

Mr. President, these three major pol
icy changes--slowing the overall rate of 
Federal spending growth, decreasing the 
tax burden, and reversing the decline in 
real defense expenditures-are vital to 
our Nation's future prosperity and 
security. 

It is clear that, not only is this the 
new direction in which our Nation 
should go, but it also is the direction in 
which the majority of our citizens want 
to go. As I have traveled around my State 
and other parts of the Nation in recent 
months, my conviction that the Ameri
can people want some dramatic changes 
has been reinforceq. They think the Fed
eral Government should spend far less; 
they want the budget to be balanced; 
they feel the tax burden is too great; and 
they think we must enhance our defense 
capabilities. I have heard from thou
sands of citizens by telephone, post card, 
telegram, and especiallv, by individual, 
often hand-written letters, who have 
overwhelmingly expressed their support 
for the Reagan program, as now em
bodied in this budget resolution. Many 
realize that some of the budget cuts will 
adversely affect them, but they are ready 
and willi.ng to do their part. I have been 
most impressed by some of their com
ments. For example, an elderly gentle
man from Anderson, S.C., remarked: 

I am seventy five years old and I receive 
Social Security checks and Medicare helps 
pay my medical bills. I wm be delighted to 
have these items cut along with many others. 
I want my children and grandchildren to be 
able to live with a reasonably stable dollar. 

Mr. President, such an unselfish w111-
ingness to sacrifice is noble and admira
ble. Admittedlv, the more frequent and 
understandable reaction to budget cuts 
that hit home is quite different. In this 
particular instance, however, my con
stituent can be reassured by the fact that 
the President exempted social security 
retirement benefits and medicare from 
reductions, although there may yet have 
to be some adjustments in these program 
areas. 

Another of my South Carolina con
stituents, the chairman of a small avia-
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tion company, summarized his view of 
the President's program this way: 

The proposed [aviation] user fees will be 
a massive blow to the aviation business, and 
comes at a time when our industry is still 
struggling under the traumatic effects of 
high fuel costs and excessive interest 
rates .... In spite of these burdens, we are 
actively supporting the President's program 
(italic added). 

Mr. President, of course, I have also 
received mass mailings from groups who 
strongly oppose some part or parts of 
the President's program. The concerns 
of many of those who have written me 
and/or visited my office are understand
able. As a matter of fact, there are a 
few specific areas in which the adminis
tration has recommended cuts that 
cause me particular concern. For ex
ample, reductions in already very limited 
veterans programs would cause hard
ships for some who have served their 
country with bravery and self-sacrifice. 
That is why I offered an amendment to 
this resolution to make some adjust
ments, within the overall ceiling estab
lished for .the budget, in the veterans 
function. I would also like to indicate 
my strong approval of a decision made 
by the Budget Committee, through the 
adoption of an amendment offered by 
Senator ANDREWS, to restore cuts slated 
for rural electric and telephone coopera
tive programs. This was one area in 
which I felt the administration failed to 
accurately gage the importance of these 
modest Federal support programs to the 
economic health of rural America. 

Mr. President, I fully realize that other 
Senators may have their particular con
cerns about specific budget reductions. 
Without a doubt, many worthwhile pro
grams will have to be reduced. I am con
fident, however, that this administration 
is right in its overall approach, and I 
strongly support the economic recovery 
package. We can and we will continue to 
provide assistance to those who, through 
no fault of their own, are unable to ade
quately care for their own needs. Presi
dent Reagan and his Cabinet have re
peatedly emphasized this. 

In the long run, however, those on the 
lower end of the economic ladder the 
j~bless, and American citizens gene;ally, 
Wlll benefit far more from a revitalized 
growing economy than they will fro~ 
a mvriad of social programs. This budget 
:esolutton correctly outlines, in mv opin
Ion, the priorities which our Nation 
should follow. Furthermore, as a signifi
cant step in the legislative process, it 
moves us forward toward the gol3..1'3 of 
~omestic eco~omic health and stability, 
rmoroved natiOnal security. and a new, 
well-deserved resoect among other na
tions in the world community. It is my 
hope th'=lt this resolution wi11 receive the 
overwhelming suooort of the Senate. just 
as the House earlier gave its strong 
endorsement to a very similar budget 
proposal. 

BUDGETING THE COSTS OF REGULATIONS 

e Mr. DURENBERGER. Mr. President, 
when the Senate talks about budgets 
and budget resolutions. the debates fo
cus a.Imost exclusively on taxes and 
spendmg. That focus is apuropriate. 
Gradually, however, Congress is expand-

ing the concept of spending and is look
ing at the Federal budget in the context 
of the national economy. This year yet 
another aspect of Federal spending has 
been introduced: the cost of regulation. 

I want to call attention to section 9 
of the first budget resolution dealing 
with regulatory costs. Section 9 recog
nizes the probable inflationary costs of 
regulations. It calls upon the President 
to implement a "zero net inflation im
pact" policy, and to keep an accounting 
of all new regulations which have a sig
nificant measurable cost to the economy. 

Mr. President, I heartily endorse this 
policy. 

The Federal Government uses a va
riety of tools to achieve national goals: 
Direct spending; taxation and tax ex
emptions; loans and credit authority; 
and finally, regulation. 

We have always known that some reg
ulations impose significant costs on 
those who must comply. Until recently, 
there seemed to be a consensus that the 
public benefit being purchased-whether 
it was clean air, clean water, safe toys, 
or equal employment opportunities
was worth the price. But, as we began 
using the regulatory tool to achieve an 
increasing number of national goals, 
complaints started coming in about the 
costs of compliance, the inflexibility of 
the regula tory approach used, and in 
some cases, the need for regulation. In 
the same way that the intergovernmen
tal system has become overloaded, so our 
regulatory system has become over
loaded-and costly, rigid, and dysfunc
tional to the realization of many impor
tant national goals. 

The shortcomings of the regulatory 
process have been highly publicized. It is 
now fashionable to attack the entire sys
tem. And, it will be tempting, in this 
climate, to err on the side of too little 
regulation. 

It is time for Congress to examine this 
issue of regulatory costs in an objective, 
comprehensive fashion. As a. first step, 
we need to develop a scheme for looking 
at regulations in a comprehensive, com
prehendable form. Such a scheme would 
organize regulations according to the 
national goals they are designed to meet, 
much as the budget format organizes 
spending programs by function. It would 
also be important to organize regulations 
from the perspective of the major indus
tries affected, following the example of 
t?e Automobile Calendar recently pub
hshed by the Regulatory Council. 

Second, we need the information sec
tion 9 of the budget resolution calls for 
inforn:ation about costs. Although th~ 
executive branch has been requiring 
agencies to estimate costs and benefits 
for 2 years now, the success .has been 
v8.!ied. Some agencies, notably EPA, re
celved high marks for cost accounting· 
others are not doing so well. ' 

The difficulties lie not so much with 
the willingness of the agencies to com
ply with the cost-benefit requirement 
b~t with the undeveloped state of th~ 
sCience. Theoreticians have not reached 
a consensus about what costs should be 
~eac:;?red · Direct, indirect, or some com
bmatiOn of both. Technicians have not 
reached consensus about how to measure 

the costs. Furthermore, the costs com
plying with one type of regulation often 
cannot be compared in a meaningful 
way with the costs of complying with 
others. Are the costs associated with 
smokestack scrubbers in any way com
parable to the costs of hiring more mi
nority employees? Despite the experi
ence with estimating regulatory costs 
and benefits, the theory and the practice 
are still in the first stages of develop
ment. Congress can push the theoreti
cians and the technicians to accelerate 
their work by including policy state
ments in the budget resolution and by 
enacting a regulatory reform bill with 
a cost-benefit analysis requirement. 

Third, the executive branch and the 
Congress must apply some constraints to 
regulatory costs. Even while the cost-ac
counting techniques are in the trial-and
error stage, we should look toward the 
development of a regulatory budget. I 
do not suggest that we set mandatory 
cost ceilings or "appropriate" regulatory 
authority to agencies in terms of dollar 
amounts. I do suggest that we begin de
bating regulatory cost levels, just as we 
now debate expenditure and tax levels· 
that we consider tradeoffs when it i~ 
clear not all our regulatory goals can be 
met simultaneously or in our preferred 
time frame; and that we consciously look 
for alternative, nonregulatory techniques 
to use in achieving our goals. 

Mr. President, the task before us is 
difficult, but we must move ahead. Al
though the Congress does not write 
regulations, it enacts the laws that give 
birth to the regulations. We need to 
direct our attention to the resources al
located to compliance with an eye to
ward limiting those costs to appropriate 
levels. The policy contained in the first 
budget resolution is a step in the right 
direction.• 

Mr. RIEGLE. Mr. President, I am 
voting against this committee's resolu
tion because it has several critical 
defects. 

First, it perpetuates massive Federal 
deficits which can only add to inflation
ary pressure and saddle our economy 
with sky-high interest rates. 

The projected deficits as estimated 
by the Congressional Budget Office are 
$63 billion in 1981, $60 billion in 1982, 
$78 billion in 1983, and $88 billion in 
1984. Even with the most optimistic eco
nomic assumptions developed by the 
Republican-controlled Budget Commit
tee, the deficits as projected to be $63 
billion in 1981, $54 billion in 1982 $52 bil
lion in 1983, and $45 billion in i984. We 
cannot afford deficits of this size. 

It W"lS these massive continuing Fed
eral deficits that origin·a.Ily caused three 
Republican members of the Budget Com
mittee to reject this same budget package 
now before us. 

An effort was made to "paperover" 
these deficits with unrealistic or unspeci
fied future "savings," but the hard fact 
rem'lins that this p"Ctckage does not head 
toward a balanced budget. and the rec
ord htgh interest rates and !~stability in 
the financial markets at this time are 
grim. imoqrtial evidence that this pack
agP. is high1y inflationary. 

For those regions like the industrial 
Midwest. this is chilling news. We cannot 
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achieve reindustrialization or economic 
revitalization unless interest rates fall 
and massive new capital investment takes 
place. This package, as now constructed, 
virtually guarantees high interests for 
the next 4 years. I have fought to reduce 
these deficits in committee and on the 
floor, but these efforts were unsuccessful. 

The second major deficit concerns ma
jor regional inequities in the pattern of 
spending cuts. I support a ceiling on 
Federal spending, and have previously 
supported the President on that issue, 
despite my differences on specific spend
ing priorities. I support fiscal restraint 
as a necessary part of the fight against 
inflation. 

However, as cochairman of the North
east-Midwest Coalition I must state my 
view that the pattern of spending cuts 
will harm Michigan more than any other 
State, while States in the South and the 
West are asked to make far less sacri
fice. We urged this administration to 
correct this inequity-their response was 
to deny its existence-despite over
whelming evidence to the contrary. To 
this must be added the fact that States 
in the upper Midwest have traditionally 
been shortchanged by the Federal Gov
ernment vis-a-vis our tax payments to 
Washington so that the additional extra 
sacrifices our region is now being asked to 
make have crippling future implications 
for States like Michigan. 

I have repeatedly said the Michigan 
will make its fair-share sacrifice in the 
interest of national economic recovery, 
but we cannot make a double- or triple
sized sacrifice-and I will use every re
source at my command to prevent that 
kind of inequity. 

It is also important to note that many 
vital human programs are either elim
inated outright or cut to the bone, ap
parently for ideological reasons, while 
other programs like tobacco subsidies 
and western water projects are scarcely 
touched. 

Major cuts in community action pro
grams, job training, student loans, 
health care, community development, 
scientific research and training, alterna
tive energy development including solar 
and gasohol, unemployment compensa
tion, trade adjustment assistance, voca
tional education, low-income energy as
sistance. The minimum benefit under so
cial security, economic development, nu
trition programs, and dozens more will 
hurt countless people and communities 
across America. These are false savings 
that will cost us more in the longer run. 
Smaller individual program cuts, more 
widely distributed, would achieve the 
same overall dollar savings, and with 
greater benefit to our Nation. 

One particularly mistaken aspect of 
this resolution is the sneak attack on 
social security recipients, in direct vio
lation of President Reagan's much publi
cized pledge not to cut the social safety 
net. The change incorporated in this 
resolution would end the use of the Con
sumer Price Index as the annual cost
of-living adjustment factor, and would 
posbpone the inflation catchup adjust
ment an additional 3 months starting in 
1982. Four other groups of Federal re
tirees, including veterans, are also hurt 

by that recommended policy change 
contained in this resolution. 

On two occasions during the debate 
on this package, I offered amendments 
which would have maintained the cur
rent practice on the cost-of-living ad
justments, keeping President Reagan's 
promise to the Nation's retirees, and I 
also required other offsetting budget 
savings so that the overall budget totals 
were not increased. By votes of 42 to 49, 
and 44 to 54, these two amendments were 
defeated, largely on party line votes. 

The third major defect is a massive 5-
year buildup in defense spending that 
exceeds our realistic defense needs and 
our financial capacity. I have supported 
and continue to support needed substan
tial increases in defense spending, par
ticularly for conventional capability, 
mobilization, rapid deployment, and 
better salaries to retain skilled personnel. 

I strongly object to unlimited spending 
of additional billions for nuclear weapons 
which are excessive to our real need and 
provide no new security. I attempted to 
provide a somewhat smaller increase in 
defense spending, but that amendment 
was rejected. It is important to note that 
President Reagan is projecting a 5-year 
increase in defense spending that will be 
three times greater than the military 
cost buildup of the Vietnam war. I believe 
those aggregate expenditure levels are 
excessive, will divert scarce resources 
from our civilian economy, and prove to 
be highly inflationary. This, too, will lead 
to higher interest rates. 

The fourth major defect involves the 
size and nature of the proposed tax cuts. 
The business portion is too small and fails 
to provide a major capital investment 
"front-load" that could move critically 
needed capital into reindustrialization, 
modernization, innovation, and job cre
ation. Because the investment tax credit 
is not refundable, it wil'l be useless to 
most of the domestic auto companies, and 
the critical supplier companies, large and 
small, now in loss positions. This is a dis
astrous oversight, both for the vital in
dustrial sector and for Michigan. 

Despite efforts to correct this obvious 
defect, the administration was unwilling 
to accept any change. One of many frus
trating ironies is that special tools used 
by the auto industry, now depreciated 
over 2 years, will have a longer 5-year 
depreciation life under the tax plan in 
this resolution-a step in exactly the 
wrong direction for this capital-short 
industry. 

The business tax cuts should also be 
more tightly targeted-and include in
centives to encourage the rehabilitation 
and modernization of existing plants, 
rather than untargeted incentives that 
wiH hasten p•lant fiig'ht to new locations, 
presumably in the Sun Belt, subsidized 
by Federal tax incentives. 

On the personal tax cut side, the 
10-10-10 Roth-Kemp plan is unfair and 
overly stimulative to an economy experi
encing runaway inflation and record 
high interest rates. We need total tax 
cut reforms like elimination of the mar
riage tax penalty, specific incentives for 
savings, where individuals and families 
could earn substantial interest on savings 
accounts, and' dividends on stock free of 

Federal tax, where smaH family farms 
and family businesses could have an in
heritance tax exemption to enable 
these farms and businesses to pass intact 
from one genevation to another. We 
also should ta11get the major portion of 
the tax cut to the middle-income wage 
earners; this program targets the larg
est benefits to those at the very high in
come levels. I find that unfair and poor 
economic strategy as well. I offered such 
alternative tax proposals in the Budget 
Oommittee; they were rejected. 

Looking beyond today's vote, I intend 
to work cooperatively with the Reagan 
administration to face these Pl'Oblems 
and correct these defects as we act on 
these individual legislative items in the 
weeks and months ahead. I want a sound 
program that can succeed-one that ls 
fair and will accomplish our goals of 
fiscal restraint, less inflation, targeted 
tax cuts, and major incentives for new 
capital investment and job creation. This 
is the only way to bring down interest 
rates, get people back to work, and en
able the American people to get off the 
inflationary treadmill that is eroding 
our llvlng s·tandard. 

We have only one chance to achieve 
this goal-so we must be careful to con
struct a program that is balanced and 
can win the broad confidence of our citi
zens and our financial decisionmakers. 

The overall goals are sensible-and 
the general direction is correct-and 
President Reagan des·erves great credit 
for focusing national attention on these 
overrlding economic needs. Our task 
now is to adjust this program so it can 
actually meet the goals we made and 
which the country must accomplish. I 
am pledged to this task. 
e Mr. DODD. Mr. President, I intend to 
oppose final passage of Senate Concur
rent Resolution 19, the first budget reso
lution for fiscal year 1982. When I op
posed passage of Senate Concurrent Res
olution 9, tme reconciliation resolution, 
I referred to the numerous examples of 
misplaced priorities it contained. We 
were asked. at that time, to accept crip
pling reductions in a wide range of pro
grams which in tme past have contrib
uted to economic growth, development 
and the health of our Nation. 

At the same time, that resolution 
failed to achieve needed savings in a 
number of areas where substantial re
ductli.ons in real waste could be achieved. 
Cities and towns, efforts to achieve ener
gy self-suffciency, and the education, 
health and well-being of our children 
and senior citizens all took second place 
to continued extravagance in procure
ment, bureaucratic frills , and military 
waste which will add nothing to our 
national security. 

Now, we are asked to support a budget 
resolution which would not only reaffirm 
these wrong choices, but also add new 
distortions, misinformation and flawed 
policy prescriptions through widely dis
puted economic assumptions and pro
visions for a massive, multiyear, de
mand-oriented tax cut widely regarded 
as inflationary and unlikely to spur real 
economic growth. 

We are asked to believe forecasts of 
inflation which have been judged as ex-
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cessively optimistic by five out of the six 
economic organizations whose observa
tions are contained in the report. We 
are also asked to believe forooasts of eco
nomic growth which are, again, judged 
as excessively optimistic by five out of six 
of these same organizations. And we are 
asked to accept spending targets which 
not only fail to address the pressing 
needs of communities and individuals 
across the Nation, but also nnderesti
mate by tens of billions of dollars the 
actual expenditures likely to be man
dated by economic conditions created by 
these policies. If inflation is higher than 
predicted, the cost of entitlement pro
grams, such as social security, and other 
programs linked to the inflation rate, 
will also be higher than predicted. 

High interest rates, which will almost 
certainly coincide with higher inflation, 
will also increase spending a:bove the 
projections, directly through higher in
terest costs to the Government, and in
directly through increased costs to busi
nesses, higher prices, sluggish economic 
activity, increased joblessness, and ulti
mately through higher welfare and un
employment compensation costs. 

I am particularly concerned about the 
proposals to weaken the social security 
benefit structure in the name of fight
ing inflation and preserving the sound
ness of the social security system. There 
is no doubt that the system needs re
forming, but the best way to revive the 
system is to revive the economy. The ad
ministration's social security proposals 
reflect the wrong decisions made in the 
budget. These proposals take from those 
who can least afford to sacrifice, as does 
the budget as a whole. 

I submit that our Nation is being sub
jected to a serious error in fiscal judg
ment when we are asked to ignore more 
than $4 billion in wasteful activity relat
ing to water projects, consultant serv
ices, public relations, advertising, film
making and debt collection. However, 
my most serious objection lies in the 
revenue estimates that assume passage 
of the 3-year, 30-percent tax cut for
merly known as Kemp-Roth. Propo
nents of this approach to tax-cutting 
argue that it is necessary in order to 
stimulate economic growth and that this 
growth will be so rapid that the tax 
cuts will pay for themselves. This view 
is inconsistent with the views of many 
economists of varyi.ng political persua
sions who find or~ flaw after another in 
this analysis. 

Last .r~r. for example, the Congres
sional Research Service estimated that 
in order for these general tax cuts to pay 
for themselves, nominal gross national 
product (GNP) would have to increase 
annually by roughly five times the 
amonnt of the direct revenue loss, which 
the administration acknowledges will 
exceed $200 billion in 1986. However 
this required growth rate is roughly 50 
percent greater than the already opti
mistic growth rates assumed by the ad
ministration in this budget and in this 
resolution. 

In addition. the administration insists 
that this multiyear tax cut is necessary 
so that Americans will be encouraged to 
work, save, and invest and thus provide 

the basis for healthy national economic 
growth. However, inflationary pressures 
which have sapped and will continue to 
sap the purchasing power of most Amer
icans are not likely to permit Americans 
to save much more than they have been 
saving over the recent past. I am dis
tressed that this body saw fit to reject 
what, in my view, were substantial im
provements in this approach. 

The amendment offered by Senators 
MOYNniAN and BRADLEY, for example, 
would have substituted a _proposal devel
oped in the Senate Finance Committee 
last year, in which nearly half of the tax 
reductions were explicitly targeted to
ward increases in productivity and capi
tal formation and which would have 
produced a budget surplus by 1984. 

I recognize the urgent need to restrain 
spending and reduce taxes, but the cuts 
made within this budget were destruc
tive, rather than constructive. There are 
blatantly wrong choices made in this 
budget and the goals of reducing infla
tion and reviving the economy are seri
ously threatened by these choices. It is 
clear to me, Mr. President, that this pro
posal is unacceptable as a remedy for our 
economic problems, and for this reason, 
I am opposing it.• 

Mr. HARRY F. BYRD. JR. Mr. Presi
dent, the budget resolution now before 
the Senate has been justly described as 
a turning point. 

It represents the first time in the 7-
year history of the congressional budget 
process that a serious effort has been 
made to restrain the growth of Federal 
spending. Last year the cost of Govern
ment increased by 17 percent. 

I commend the Budget Committee for 
bringing this improved situation, and I 
commend President Reagan for present
ing and working for a significant reduc
tion in spending growth. It is his coura
geous leadership that has made the dif
ference. 

I believe that as we aJPproach a final 
vote on this important measure, it is 
useful to see just what it does. And that 
can best be done by looking first at what 
it does not do. 

This resolution does not cut spending. 
This resolution does not cut taxes. 
Under the provisions of Senate Con-

current Resolution 19, spending in fiscal 
year 1982 will rise by $36 billion over the 
total for this year. Taxes will go up by a 
minimum of $50 billion. 

These are not reductions but sizable 
increases. 

What is being achieved in the Senate 
today is the passage of a resolution that 
charts a new course for the Federal Gov
ernment. 

If the present determination holds, 
this new course can lead to a sharp re
duction in the rate of growth of Federal 
spending, which recently has run be
tween 12 and 17 percent, and to a cut
back in the proportion of income taken 
by the Federal Government, now at a 
record high. 

I say "if the present determination 
holds" advisedly. On the floor of the 
Senate--and the Hous~,igni:ficant vic
tories have been won for the cause of 
fiscal responsibility. But at the same 
time, reports from the committee rooms 

of both Houses show clearly that the 
special interests clamoring for "business 
as usual" spending have only begnn to 
fight. And they have won some skirm
ishes. 

So even as we pass this resolution, 
forces are at work to undermine its ob
jectives. The fight has only begnn. 

The first concurrent resolution on the 
budget is a significant milestone, but the 
debate on this measure has highlighted 
two important problems. 

The first is what might be called the 
"Battle of the Estimates." Obviously, in 
preparing a budget, one must proceed 
on some assumptions as to what will 
happen in the economy in the year 
ahead. Economic conditions affect both 
revenues and outlays. 

The difficulty is that there is no con
sensus about the course of the economy 
over the next year and a half. 

For example, for calendar 1982, pro
fessional forecasts of real growth in the 
gross national product range from 2.1 
percent to 4.9 percent. Inflation projec
tions range from 7.4 to 9.7 percent. 

Under these circumstances, there is a 
natural tendency for advocates of each 
Federal budget proposal to adopt as 
gospel whatever set of estimates best 
suits their own prescription. 

The result is that for every budget 
plan, there is an economist to justify it. 
"You pays your money and you takes 
your choice.'• 

At the same time, the economic fore
casters as a group have fallen victim to 
a credibility gap as a result of repeated 
bad guesses in recent years. 

As a noneconomist who nevertheless 
has had some experience with Govern
ment finance, I would offer this observa
tion: 

While a great deal of attention has 
been paid to the impact of the economy 
on the budget, too little has been paid 
to the converse-the impact of the budg
et on the economv. 

Let no one be so foolish as to suppose 
that actions in Washington do not 
heavily influence the economy. Not only 
do massive deficits lead to a huge debt 
and heavy Government borrowing, but 
Wall Street watches every jiggle of the 
money supply and the various interest 
rates. Decisions made on the floor of the 
Senate and at the Federal Reserve have 
an enormous impact on decisions made 
by businessmen, labor unions and con
sumers. 

Moreover, the actions of the Govern
ment greatly influence economic expec
tations-the psychological climate in 
which buying and selling, building and 
contraction, take place all around the 
country. 

I think that is one of the most im
portant truths which President Reagan 
is trying to get across to the country. 

If we can bv m1r actions help to cre9te 
a climate favorable to economic growth, 
then that growth is very likely to take 
place. And if we can demonstrate the 
will to restrain soending and ft~Zht infla
tion, inflation will very likely decline. 

On the other hand, if the Congress 
backslides into its big spend\n~ habits 
of recent years. it is a sure bet that stag
nation and inflation will continue. 
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So we bear ·a heavy responsibility. It 

is imperative that the Congress keep this 
responsibility in mind as it moves from 
the formation of general targets in this 
resolution to the nitty-gritty of authori
zations and appropriations. 

My own interpretation of the battle of 
the estimates is this: 

There is no responsible or rational eco
nomic projection under which the Nation 
will be better off with a continuation of 
the bankrupt high-spending, high-tax 
policies of the past. 

Therefore, the new course chartered 
by this resolution is the way we must go. 

As the year goes by, there will be many 
debates over the merits of individual 
programs and over the proper shape of 
a tax reduction. That is as it should be. 

But if we depart from the fundamen
tal direction of this resolution, we shall 
be courting disaster. 

The second difficulty highlighted in 
the budget debate could be called the di
lemma of the deficit. 

Let me say at the outset that this par
ticular dilemma is one which I find most 
painful. 

For many years I have fought to 
achieve a balanced budget. 

In 1978 I sponsored legislation to re
quire a balanced budget in fiscal year 
1981-the current year-and thereafter. 
This legislation was passed by the Con
gress and signed into law by former Pres
ident Carter. 

But Congress has refused to obey its 
own law. 

I have also sponsored an amendment 
to the Constitution which would require 
a balanced budget, and place a ceiling 
on Federal spending, except in time of 
emergency. 

So far, Congress has not acted ori that 
resolution, or on the many similar reso
lutions proposed by other Members of 
the Congress. 

I remain convinced that a balanced 
budget policy-except in time of emer
gencY-should be the law of the land. 

The resolution before us, however, pro
jects a defi.cit of $49 billion in fiscal 
year 1982, which begins on October 1, 
1981. 

Moreover, it projects figures for future 
years which would delay achievement of 
a balanced budget until fiscal year 1984, 
which does not begin for 2% years. 

I do not approve of the deficit envi
sioned by this resolution-nor the total 
spending which prompts it. Spending is 
still too high. 

I joined with Senator PROXMIRE in 
sponsoring an amendment which would 
have produced a balanced budget in fis
cal year 1982. 

Moreover, I voted for other amend
ments to this budget resolution which 
would have reduced spending by $4.3 bil
lion below the level recommended by the 
Budget Committee. 

I believe the growth of spending could 
and should be cut more than it has been 
in this resolution. 

But as I stressed earlier, this legisla
tion charts a new course in the finances 
of the Federal Government. 

Most importantly, it reverses the trend 
of recent years toward ever-increasing 
rates of growth in spending. 

We have had budget resolutions be .. 
fore which have projected budget bal
ance down the road-in that never-never 
land which we call the "outyears"-but 
m each case, those proj ectlons came 
packaged with a current year budget 
which continued the bankrupt, big 
spending policies · of the past. 

In those resolutions, the promises for 
the future were negated by the policies of 
the present. 

Today we have a resolution which 
points the Nation in a new direction-a 
reduction in the continued escalation of 
Federal spending growth. 

In my judgment, the spending re
straints do not go far enough. I feel the 
spending level is too high. I do not feel 
the deficit level to be appropriate. 

But I recognize that the resolution 
does represent some progress toward get
ting Government spending under con
trol. For that reason, I support Senate 
Concurrent Resolution 19. 
• Mr. BIDEN. Mr. President, the Senate, 
following the lead taken by the Senate 
Budget Committee, is moving quickly and 
decisively to adopt the President's eco
nomic program. The Budget Committee's 
report refers to the program before us as 
"a dramatic change in the spending and 
taxing policies that have governed the 
Federal Government." 

This resolution proposes a major eco
nomic experiment. It proposes a combi
nation of spending cuts and tax reduc
tions which, its proponents say, will set 
the pace for an economic recovery with 
lower inflation, increasing productivity, 
and less unemployment. 

I have no doubt that we are going to 
give this experiment a chance. I think it 
deserves that chance, and will vote for it 
for that reason. 

However, I feel compelled to state that 
I am skeptical about the likelihood of 
this program's success. 

I believe that too much is being 
claimed for the program. I cannot agree 
with some of the program priorities ex
pressed in this resolution. I am con
cerned about the size of the deficits that 
may result. And most o.f all, I am con
cerned about whether the resolution, as 
revolutionary as it is, truly puts us on a 
path toward fiscal responsibility and re
straint. 

Mr. President, I supported the Presi
dent's program of reducing spending 
when it was before us as the Reconcilia
tion Instruction in Senate Concurrent 
Resolution 9. While I favored various 
changes in spending priorities, I none
theless voted for the total package. I did 
so because I believe restraining Federal 
spending is essential. 

I support the need for increased funds 
for our national defense. 

I support reductions in the general tax 
burden of individuals whose taxes have 
been pushed ever upward by inflation. 

I support tax reductions for business
reductions targeted to increase capital 
investment and productivity-as well as 
targeted cuts in individuals taxes for the 
same purpose. 

And I support decreasing Federal reg
ulation and involvement in our economy. 

In other words, I support many of the 
President's goals. 

But I am not at all convinced that his 
economic program-as embodied in this 
resolution-will actually achieve them. 

A particular concern in this regard is 
the need to balance the Federal budget. 

While this resolution is heralded as 
the beginning of a new direction in Fed
eral budget policy, it does not actually 
provide for a budget that is balanced. In 
fact, it only contains a promise to try to 
balance the budget-4 years from now, 
in 1984. 

If we implement all of the budget cuts 
and tax reductions for fiscal year 1982 
that are contained in this resolution, the 
budget will still have a deficit of $45 bil
lion or more in fiscal year 1984. This 
means we will need to make at least $45 
billion in additional cuts to actually 
achieve a balanced budget in that year. 

This is a serious defect in this eco
nomic program, in my judgment. The 
people of this Nation cannot stand con
tinued, massive Federal deficits ~ear af
ter year. These deficits are devastating 
the credit markets, and pushing interest 
rates out of reach of individuals, farm
ers and businesses. There is no greater 
disincentive to capital investment for 
productivity growth than the difficulties 
in .securing credit that exist today. 

As we proceed in the next few months 
to carry out the budget policy contained 
in this resolution, we must do a better 
job of tailoring fiscal policy toward 
budget balance than this resolution does. 

Another issue of major concern in this 
resolution is the extremely optimistic 
economic assumptions it contains. 

The resolution assumes, for example, 
that in:fiatlon will drop to 5.5 percent by 
1984. It assumes that unemployment will 
fall to 6.4 percent in the .same period. 
And it assumes prolonged and substan
tial growth of GNP in the range of 4 
to 5 percent each year. 

Frankly, even if the President's pro
gram is a success, there is still a serious 
question about whether such dramatic 
improvements in the economy will be 
realized. 

I do not raise this issue in order to 
have an academic debate over the likely 
course of the economy in the next few 
years. The question of the validity of the 
resolution's economic assumptions is a 
hardnosed question, since the validity of 
the resolution's budget policy rests on the 
validity of these assumptions. 

For example, if in:tlation does not 
slacken as rapidly as expected, many 
spending programs will rise much more 
than anticipated, increasing budget out
lays. If unemployment does not fall off 
as quickly as expected, further increases 
in budget outlays will occur. And if eco
nomic growth is not as steadily strong as 
expected, the whole effort to reverse fiscal 
policy may well fail. 

In sum, I fear we may be headed into 
the same trap we have fallen into be
fore-by seeing in the future what we 
want to see. It may be much more diffi
cult to put our fiscal house in order under 
the terms of this resolution than the 
resolution assumes. Other estimates of 
the likely path of the economy forecast 
a much more gloomy picture, pointing to 
a deficit this year of $65 billion or more, 



May 12, 1981 CONGRESSIONAL RECORD-SENATE 9453 

and a $50 billion deficit in 1984 under the 
President's program. 

If the economic assumptions contained 
in this resolution are correct, all will be 
well. But if they fail by just a little, our 
goal of balancing the budget will be that 
much harder to achieve. 

For this reason, I would be much more 
secure if we were using more moderate 
economic forecasts with some further 
adjustments of spending and revenue to 
reach a securely balanced budget in 1984. 
If we were using more moderate fore
casts, I believe a majority of the commit
tee would demand further changes in 
fiscal policy. 

A third area of concern in this resolu
tion is the program of tax changes it 
envisions. 

Although I support tax reductions for 
both individuals and business, as I have 
stated, I cannot embrace the specific tax 
package contained in this resolution. 

'l'his package could be wildly inflation
ary, reducing revenues by $54 billion in 
1982 and $150 billion by 1984. It could 
result in a deficit of more than $50 billion 
in 1984, when the budget should be 
balanced. 

In addition, the individual tax reduc
tions of $44 billion in 1982 and $118 bil
lion by 1984 will not have major supply
side e:ffect, any more than the several 
other tax reductions that have been en
acted since I have served in the Senate. 
They will be demand -side cuts, bolstering 
consumer spending power. 

I believe we should make supply-side 
tax cuts first, to increase supply before 
we stimulate consumer demand. 

Finally, the individual tax cuts con
tained in the resolution give too great a 
proportion of the benefits to those tax
payers who least need it. These cuts do 
not give real relief to middle-income tax
payers, whose incomes have been most 
pinched by rising tax burdens. 

In my judgment, a tax cut program 
such as the one proposed here yesterday 
by Senator HoLLINGS is far preferable. 
There should be an immediate reduction 
in business taxes targeted to increase in
vestment and productivity. 

This cut should be immediate, not 
phased in as proposed in the resolution, 
so that its e:ffects will be felt as quickly 
as possible. 

There should also be supply-side cuts 
in individual taxes, such as exemptions 
of interest and dividends of up to $2,000 
per couple and a decrease in the marriage 
tax penalty. Thes,e steps shoulq be fol
lowed next year by a general tax reduc
tion for individuals as well as a decrease 
in corporate tax rates, especially for 
smaller businesses. 

In addition to these broad concerns 
about this resolution, I also wish to state 
my specific concerns about two specific 
procedural proposals which are surfaced 
in the Budget Committee's report, and 
credited by that report with achieving 
some $12 billion in savings. I fear that 
we have no idea of the program impacts 
of these procedural changes. 

I will state my concerns about these 
proposals only briefly here, because they 
are not reallv matters for consideration 
at this time. However, the committee has 
chosen to make them a part of its esti-
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mates, and some comment is therefore 
necessary. 

The first proposal is to increase the 
President's impoundment power. I 
hasten to add that the committee report 
does not spell this out. It simply states 
that we must modify our "rescission 
procedures." But there is no doubt that 
the intention is to modify the provisions 
of the C.ongress:onal Budget and Im
poundment Control Act of 1974 to in
crease the President's authority. 

As we all know, this is the act which 
strengthened congressional control over 
the budget. It is the act which has been 
used successfully this year to implement 
the President's program. 

I hope that later this year I can join 
my colleagues in strengthening still fur
ther congressional control over fiscal 
policy. I believe this is the right way to 
go. We will not achieve greater fiscal 
resp.onsi·bili ty by weakening Congress or 
delegating its powers and responsibilities. 

While I will withhold final comment 
until I see the specific proposals, we 
should be mindful at this time of the 
controversial issue which the commit
tee's report raises here. 

The second pr.ocedural proposal which 
concerns me is the prop03al for an "au
tomatic procedure" for cutting fraud, 
waste, and abuse from the budget. 

This procedure would apparently 
withhold a fiat percentage amount from 
the budget of every agency, which would 
then be placed under pressure to iden
tifv that amount of savings from the 
elimination of fraud, waste, and abuse. 

If the money were truly needed to 
carry uut legitimate program services, it 
could only be returned after a long and 
difficult series of investigations and pub
lic hearings which most departments 
would probably prefer to avo:d. 

What this means is that there will be 
a strong temptation, when no fat is left 
to cut, to cut into the meat and sub
stance of Federal program expenditures. 
This proposal is, in effect, authority to 
the executive branch to imnound funds 
regardless of the extent of fraud, waste, 
and abuse. 

In the last analysis, this proposal may 
actually create more waste than it elimi
nates. The determination of which funds 
are truly needed will not be made until 
the fiscal year is 75 percent over, so that 
any agency which receives funds back 
at that time will have to rush to spend 
them in just 3 months-a sure recipe for 
wasteful spending. 

I want to eliminate fraud, waste, and 
abuse as much as anyone here. But I seri
ously doubt the wisdom of trying to 
achieve that goal by taking a flat per
centage out of every agency's budget 
with no knowledge of the program con
sequences. 

In summation, Mr. President, I sup
port Pres~dent Reagan's goal of paring 
b~.ck Federal spending. I have had some 
differences with the administration on 
specific program issues, but I have al
ways supported the goal of a restrained 
and prudent fiscal policy. I admire the 
President for the bold, forthright way he 
is proceeding. 

I am, however, concerned that the 
President's efforts may be blunted by 

overly optimistic estimates of economic 
performance, a poorly designed tax re
duction plan, some unwise spending 
changes which will have serious economic 
consequences in the long run, such as 
the proposal to disband Conrail, and 
faulty procedural changes. There are al
ready indications that the financial mar
kets share many of these concerns. 

The importance of a return to bal
anced budgets and a stable Federal fiscal 
policy cannot be overemphasized. This 
must be the central element of any eco
nomic recovery plan. The President rec
ognizes this, I know. But we must have 
a plan that will actually give us a bal
anced budget, not just promise one. And 
I fear that the program contained in this 
resolution may not be adequate to this 
t::isk.e 
e Mr. GLENN. Mr. President, I find it 
necessary to cast my vote against this 
budget resolution because it does not 
:fight inflation, it does not balance the 
budget, and promises the people of this 
Nation more than it can deliver. 

The resolution is flawed, I believe, be
cause its foundation is laid in greatly 
overly optimistic assumptions with re
gard to interest rates, the rate of infta
t ~on, and other economic factors. Even 
so, it achieves an allegedly balanced 
budget in 1984 only by making further 
promises with regard to future, uniden
t ified budget cuts exceeding $30 billion. 
And it assumes eventual approval of a 
tax cut proposal-the Kemp-Roth pro
gram of personal tax cuts of 10 percent a . 
year for 3 years-that amounts to an ex
periment based more on hunch than on 
experience. 

Mr. President, I favor well-targeted 
tax cuts on the business side that will 
enhance capital formation and invest
ment. In fact, after all the talk about 
supply-side economics, the resolution 
does not do nearly enough to provide 
needed business capital. I favor tax cuts 
much more targeted to the needs of busi
ness than just hoping that sufficient 
spillover will occur from upper-income 
investors. But I find no reason for con
ftdePc~ that the tax cuts assumed by this 
resolution will lead to that needed in
vestment in increased productivity and 
jobs. 

I intend to continue to pursue tax 
changes more in line with that need, just 
as I voted twice for better-business-tar
geted tax proposals during consideration 
of this resolution. 

Indeed, I believe the tax bill that this 
Congress will eventually approve later 
this year is of more importance than the 
budget-cutting targets of this nonbind
ing resolution because they will have a 
far longer impact on the economy than 
wi.ll. this resolution. 

I favor reduced Federal spendi.ng. I 
voted earlier for Senate Concurrent Res
olution 9. which included the reconcilia
tion inst.rnctions which are folded into 
this resolution as well. I may differ. and 
have during consideration of both of 
these resolutions, on the soecific cuts 
targeted in anv number of instances. 

We have chooped nro<Zrams which are 
aimed at greater productivJty. I regret 
cuts t.hat have been posed in energy re
search programs that might give us in-
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dependence from OPEC oil, in science 
funds, and in other areas that affect our 
future ability to compete in the interna
tional marketplace. 

I favor a balanced budget, and surely 
by 1984. But this resolution gives us that. 
only by making assumptions beyond 
anything awroaching a realistic ap
praisal. 

Mr. President, not long ago I received 
a letter from the mayor of Cleveland, 
George Voinovich, addressing a different 
area of concern. Mayor Voinovich, whose 
political faith is not the same as mine, 
enclosed a copy of a letter of the Presi
dent dated April 24, 1981, in which h::! 
advised the President of earlier corre
spondence with the administration con
cerning complaints about major holes in 
the so-called safety net. 

Mayor Voinovich wrote, and I quote: 
What is dismaying to me is the vagueness 

of the response by the inclusion of com
ments such as, it is believed, awaiting a 
formula, while specific figures are not avail
able, and we can give no detailed figures on 
the points raised. 

As the mayor wrote: 
This kind of response indicates to me that 

there has not been a great deal of research 
on how the proposed reductions wm affect 
the lives of many city residents. 

I can only agree with Mayor Voino
vich, but my wonder encompasses more 
than city dwellers. We are gambling with 
an entire country and its economic fu
ture by taking this step down an un
charted path without benefit of greater 
and more careful consideration.• 
• Mr. PELL. Mr. President, I have voted 
against the first budget resolution for 
fiscal year 1982, but with some reluc
tance. I strongly support the objectives 
of President Reagan's economic pro
gram-to control inflation and restore 
sound economic growth. To reach those 
objectives we must restrain Federal Gov
ernment spending, provide targeted tax 
incentives to increase savings and invest
ment, and move strongly toward a bal
anced budget. 

The budget resolution presented by 
the Budget Committee moves in the right 
direction, but in my view makes reduc
tions in some programs that are too se
vere, while providing a huge increase in 
defense spending which I believe would 
be wasteful and inflationary. 

In addition, instead of providing for 
carefully targeted tax cuts, the resolu
tion provides for across-the-board tax 
cuts that are too large. 

Most importantly, as a result of the 
defense spending increases, and the over
sized tax cuts, this resolution projects 
huge budget deficits, and in fact does 
not provide for a balanced budget within 
the next 3 years. This failure to move 
strongly toward a balanced budget, even 
with all of the cuts in domestic programs, 
is a serious flaw that must be corrected 
if we are to stand a chance of control
ling inflation. 

I hope these serious flaws can be cor
rected in the course of further congres
sional action on the budget, but I cannot 
support the budget resolution in its pres
ent form.• 

Mr. ROBERT C. BYRD. Mr. President, 
passage by the Senate of the first budget 

resolution is a tribute to the President's 
popularity and power of persuasion. The 
fact that the Senate will pass this reso
lution reflects the national mood that his 
program be given a chance. 

There are two ways to look at a budget. 
A budget can be the articulation of tar
gets and goals. But as well as being a 
wish list, a budget should also be a blue
print which tells the Nation, with some 
degree of accuracy, where the Federal 
budget will be in the next fiscal year and 
in the several fiscal years down the road. 

I will vote for this budget resolution 
because I hope that the President will 
succeed in meeting his opti~istic eco
nomic assumptions of high levels of 
growth, with significantly lower price in
creases and interest rates. I snare his 
goal of reduced domestic spending, in
creased defense spending, and significant 
tax reductions. And I will vote to give the 
President a chance to achieve his targets 
and goals. 

But I have severe reservations about 
this budget as an accurate blueprint for 
the coming years. Because the budget as
sumes $27 billion in unidentified savings; 
because it employs unrealistically op
timistic economic assumptions; because 
it fails to account for a second tax bill 
which the administration has promised; 
because it assumes a change in the cost
of-living adjustment for social security 
and other programs-! do not believe 
that the budget will be balanced in fiscal 
year 1984 as this resolution promises. 

I hope I am wrong. I am voting in sup
port of this resolution because I want to 
give the administration's economists and 
budget experts the benefit of the doubt. 
But as I look at their track record to 
date, I am not encouraged. 

This resolution provides for total out
lays in fiscal year 1981 of $662.7 billion. 
During congressional consideration of 
the second budget resolution for fiscal 
year 1981, which this resolution amends, 
Caspar Weinberger, speaking for the 
President, promised that outlay levels 
could be held to $620 billion in this fiscal 
year. If the administration misestimated 
the spending levels for this fiscal year by 
$43 billion in a matter of a few months, 
one must wonder whether their blueprint 
for a balanced budget 3 years from now 
is likely to prove accurate. 

In the last several months, I have 
talked with thousands of my constitu
ents from West Virginia. The message 
I receive is largely consistent. Many of 
them are concerned about the impact 
and the fairness of some of the budget 
cuts. Many of them are skeptical about 
the Kemp-Roth tax cut. Many of them 
do not think the President's plan will 
work. But they overwhelmingly believe 
that his program deserves a chance. 

I truly hope that the economy experi
ences the dramatic recovery the ad
ministration predicts. 

I truly hope that inflation will drop 
from 11.1 to 8.3 percent in just 1 year, 
and to 6.2 percent the following year. I 
must admit that as much as I hope to 
see these dramatic improvements, my ex
pectation is that we may be disap
pointed. 

This first budget resolution is a tar
get, and only a target. There is nothing 

binding about it. My vote for it is not 
an endorsement of Kemp-Roth. Nor do 
I endorse· the administration's rosy eco
nomic assumptions. Nor do I want to 
give the impression that the budget can 
be balanced under the administration's 
program. 

I have very serious doubts that the 
1984 budget is balanced on anything 
other than paper. 

I think that the balanced budget in 
this resolution is based on unsound pro
jections and juggled :figures-some of 
which were produced out of thin air. 

I am very doubtful that the $45 bil
lion deficit for fiscal year 1984 that the 
Budget Committee projected prior to 
the Easter recess has been eliminated. 
I believe it has been disguised behind 
blue smoke and mirrors. 

Also, I doubt that the Congress will 
agree to increase Presidential impound
ment powers. 

I believe that the $27 billion in un
identified savings can fairly be char
acterized "as a gleam in Mr. Stockman's 
eye." I find it curious that the Budget 
Committee would include unidentified 
savings which work to reduce the deficit 
but fail to include the revenue loss fro~ 
the unidentified provisions of the sec
ond tax bill which the administration 
has promised, and which would of course 
increase the deficit. 

Although all of these doubts concern
ing this resolution are serious, perhaps 
my most serious doubt is the assumption 
of savings by reducing benefits for mil
lions of retirees in this country. Wheth
er the COLA is changed or the savings 
result from the social security changes 
the President proposed today, the hole 
in the promised social safety net is 
growing larger. 

We are asked to assume that the Con
gress ·will enact legislation that was re
vealed only today. No hearings have been 
held. Most of us have not had an oppor
tunity to review anything other than the 
briefing materials. Yet, we have to as
sume savings of $7.9 billion in fiscal year 
1982, $7.3 billion in fiscal year 1983, and 
$7.4 billion in fiscal year 1984. I, for one, 
have serious doubts that this administra
tion and this budget resolution will 
achieve these savings. 

The President will receive a victory in 
the passage of this first budget resolu
tion. His program is being given a 
chance. But it is my genuine hope that 
he will be willing to relent on the issue 
of Kemp-Roth, and recognize that a tax 
cut which only gives 20 percent of its 
revenue to productivity will not bring 
about the supply-side response neces
sary to effect the economic recovery 
wh'ch we all desire. Victory for the Pres
ident in this first target budget resolu
tion should not be misinterpreted by the 
public or the administration as a man
date for Kemp-Roth. It is not. 

When the tax bill is written in the 
Ways and Means and Finance Commit
tees, there will be substantial changes 
made to the President's tax program. I 
would urge the administration to work 
cooperatively with the Congress in 
framing a tax cut which truly will bring 
the supply-side response which most of 
us now feel is necessary. 
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In my remarks on the Senate floor 

summing up the Democratic strategy on 
the reconciliation resolution, I said: 

From the start Democrats have had a. 
strategy to deal with the budget. All along 
we have said we would support the dimen
sions of the President's cuts, disagree on 
some of the specifics, and rework his tax pro
posal. We have witnessed that strategy at 
work this week. We will see it at work 
throughout the long budget cycle. 

Mr. President, this continues to be the 
strategy of Senate Democrats. Some Sen
ators from my side of the aisle will vote 
against the resolution because of the 
dimension of the tax cuts which it as
sumes, because of their disagreement 
over the economic assumptions, or be
cause they do not believe that the budget 
can be balanced in fiscal year 1984. Some 
will vote "no" because they disagree with 
the spending priorities. Others, like my
self, for reasons I have explained, will 
vote for this resolution. 

But in the final analysis, when all the 
votes have been tallied, it will be clear, 
I believe, that the Senate is giving the 
President's program its chance. 

Mr. BAKER. Mr. President, I know of 
no other amendments; none have been 
ordered. The time for disposition of this 
matter has arrived. 

HOUSE CONCURRENT RESOLUTION 115 

I move that the Senate proceed to the 
consideration of Calendar No. 83, House 
Concurrent Resolution 115, revising the 
congressional budget for the U.S. Gov
ernment for the fiscal year 1981 and set
ting forth the congressional budget for 
the U.S. Government for the fiscal years 
1982, 1983, and 1984. 

The PRESIDING OFFICER. The bill 
will be stated by title. · 

The legislative clerk read as follows: 
A b1ll (H. Con. Res. 115) revising the con

gressional buci~et for the United Sta.te.<l Gov
ernment for the fiscal year 1981 and setting 
forth the congressional budget for the 
United States Government for the fiscal 
years 1982, 1983, and 1984. 

The PRESIDTNG OFFICER. The reso
lution is Ptivileged and the motion is not 
debatable. 

UP AMENDMENT NO. 94 

Mr. DOMENICI. Mr. President, on be
half of the Bud~Zet Committee, I send an 
amendment to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Seiliator from New Mexico (Mr. 
DoMENicx) proposes an unprinted amend
ment numbered 94. 

Mr. DOMENICI. Mr. President, I ask 
unanimous consent that the reading of 
the amendment be dispensed with. 

Mr. ROBERT C. BYRD. Mr. President, 
reserving the right to object, I call at
tention to the fact that the amendment 
would have to be read if an objection 
were made, but I have already asked the 
distinguished majority leader if there is 
anything in the amendment new, above 
and beyond the matter or material con
tained in the Senate resolution whtch 
has been debated now for 4 days. The 
distinguished majority leader answered 
in the negative. 

I asked if the amendment as sent to 
the desk would be mathematically con
sistent in every respect. The majority 
leader answered in the affirmative. 

I asked explanations for the reasons 
why the amendment was being offered, 
and I received the explanations. They 
were satisfactory. 

I have no objection. 
Mr. BAKER. Mr. President, I thank 

the minority leader. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 
The amendment is as follows: 
On page 2, line 2, strike "$603,300,000,000)" 

and insert in lieu thereof, "$599,900,000,000". 
On page 2, line 4, strike "$8,900,000,000)" 

and insert in lieu thereof, "$8,600,000,000". 
On page 2, line 6, strike "719,050,000,000" 

and 11.~sert in lieu thereof, "$716,001..1,000". 
On page 2, line 8, strike "$600,000,000,000" 

and insert in lieu thereof, "$662,700,000,000". 
On page 2, llne 11, strike "-$56,700,000,000" 

and insert in lieu thereof, "$62,800,GOO,OOO". 
On page 2, line 13, strike "$994,100,000,000" 

and insert in lieu thereof, "$999,800,000,000". 
On page 2, line 13, Insert "temporary" 

before "statutory". 
On page 2, line 15, strike "$9,100,000,000" 

and insert in lieu thereof, "$91,100,000,0GO". 
On page 2, strike lines 16 through 21. 
On page 3, line 5, strike "$180,700,000,000" 

and Insert In lieu thereof, "$181,000,000,000". 
On page 3, line 6, strike "$162,100,000,000" 

and insert In lieu thereof, "$1E2,900,0JO,OOO". 
On page 3, line 8, strike "$23,600,000,000" 

and insert in lieu thereof, "$23,300,000,000". 
On page 3, line 9, strike "$11,250,000,000'' 

and Insert In lieu thereof, "$11,000,000,000". 
On page 3, line 11, strike "$6,450,000,000" 

and insert In lieu thereof, "6,500,000,000". 
On page 3, line 14, strike "$7,050,000,000" 

and insert in lieu thereof, "$7,000,000,000". 
On page 3, line 15, strike "$9,600,000,000" 

and Insert in lieu thereof, "$9,830,000,000". 
On page 3, line 17, strike "$10,6E.O,OOO,OOO" 

and insert in lieu thereof, "$10,400,000,000". 
On page 3, line 23, strike "$6,350,000,000" 

and insert in lieu thereof, "$6,600,000,000". 
On page 3, line 24, strike "$3,050,000,000" 

and Insert In lieu thereof, "$3,400,000,000". 
On page 4, line 1, strike "$24,800,000,000" 

and insert In lieu thereof, "$25,000,000,000". 
On page 4, line 2, strike "$23,700,000,000" 

and Insert in lieu thereof, "$23,900,000,000". 
On page 4, line 4, strike "$9,200,000,000" 

and insert in lieu thereof, "$8,000,000,000". 
On page 4, line 5, strike "$12,200,000,000" 

and insert In lieu thereof, "$11,300,000,000". 
On page 4, line 8, strike "$32,000,000,000' 

and Insert in lieu thereof, "$30,800,000,000". 
On page 4, line 9, strike "$31,750,000,000" 

and Insert in lieu thereof, "$31,800,000,000". 
On page 4, line 11, strike "$72,200,000,000" 

and Insert In lieu thereof, "$71,800,000,000". 
On page 4, line 12, strike ''$66,800,000,000" 

and insert In lieu thereof, "$66,400,000,000". 
On page 4, line 14, strike "$250,350,000,000" 

and Insert in lieu thereof, "$250,200,000,000". 
On page 4, line 15, strike "$227,300,000,000" 

and insert in lieu thereof, "$229,700,000,000". 
On page 4, line 17, strike "$23,000,000,000" 

and Insert in lieu thereof, "$23,300,000,000". 
On page 4, line 18, strike "$22,600,000,000" 

and Insert in lieu thereof, "$22.800,000,000". 
On page 4, line 20, strike "$4,250,000,000" 

and insert in lieu thereof, "$4,400,000,000". 
On page 4, line 21, strike "$4,550,000,000" 

and Insert In lieu thereof, "$4,700,000,000". 
On page 4, line 23, strike "$5,150,000,000" 

and Insert In lieu thereof, "$5,300,000,000". 
On page 4, line 24, strike "$4,900,000,000" 

and insert In lieu thereof, "$5,000,000,000". 
On page 5, l!ne 1, strike "$6,200,000,000" 

and Insert In lieu thereof, "$6,100,000,000". 
On page 5, line 4, strike " .$79,000,000,000" 

and Insert In lieu thereof, "$79,500,000,000". 
On page 5,' line 5, strike "$79,000,000,000" 

and insert in lieu thereof, "$79,500,000,000". 

On page 5, line 7, strike "$1,200,000,000" 
and Insert In !leu thereof, "$0". 

On page 5, line a, strike "$1,200,000,000" 
and insert In lieu thereof, "$0" 

On page 5, line 10, strike "$29,300,000,000" 
and ln:sert in lleu thereof, "$28,800,000,000". 

On page 5, line 11, strike "$2J,300,000,000" 
and insert In lieu thereof, "$28,800,000,000". 

On page 5, strike lines 18 and 19, and In
sert In lieu thereof, "Budget Act of 1974, 
that for the fiscal years beginning on Oc
tober 1, 1981, October 1, 1982, and october 1, 
1983:". 

On page 5, line 21, strike, "$657,800,000,-
000", and insert In lieu thereof, "as fol
lows: 

F'lscal Year 1982: $650,300,000,000; 
Fiscal Year 1983: $709,100,000,000; 
Fiscal Year 1984: $770,700,000,000;" 
On page 5, strike line 23, and insert in lieu 

thereo.c, ·•creased as follows: 
lt'lscal Year 1982: $51,300,000,000; 
FlscalYea.r 1983: $97 ,100,000,000; 
Fiscal Year 1984: $144,800,000,000;" 
On page 5, line 25, strike "$764,550,000,000" 

and insert In lieu thereof, "-- a.s fol
lows: 

Fiscal Year 1982: $775,900,000,000; 
Fiscal Year 1983: $812,600,000,000; 
Fiscal Year 1984: $865,000,000,000;" 
On page 6, strike line 2, and Insert In Ueu 

thereof, "as follows: 
Fiscal Year 1982: $700,800,000,000; 
Fiscal Year 1983: $730,500,000,000; 
Fiscal Year 1984: $770,700,000,000;" 
On page 6, line 5, strike "-$31,000,000,000" 

and Insert In lieu thereof, "as follows: 
Fiscal Year 1982: $50,500,000,000; 
Fiscal Year 1983: $21,400,000,000; 
Fiscal year 1984: $0;" 
On page 6, line 7, strike "$1,000,000,000,000" 

and insert In lieu thereof, "as follows: 
Fiscal Year 1982: $1,002,000,000,000; 
Fiscal Year 1983: $1,155,100,000,000; 
Fiscal Year 1984: $1,198,400,000,000;" 
On page 6, at the end of line 7, Insert 

"temporary". 
On page 6, strike line 9, and insert In Ueu 

thereof, "creased is as follows: 
lFlscal Year 1982: $92,200,000,000; 
Fiscal Year 1983: $63,100,000,000; 
Fiscal Year 1984: $43,300,000,000;" 
On page 6, strike line 15, and Insert in lieu 

thereof, "that, for the fiscal years beginning 
on October 1, 1981, October 1, 1982, and Oc
tober 1, 1983, the". 

On page 6, strike lines 20 and 21, and In
sert In lieu thereof, 

"Fiscal Year 1982: 
(A) New budget authority, $226,200,000,-

000; 
(B) Outlays, $188,800,000,000. 
Fiscal Year 1983: 
(A) New budget authority, $254,300,000,-

000; 
(B) Outlays, $221,100,000,000. 
Fiscal Year 1984: 
(A) New budget authority, $289,200,000,-

000; 
(B) Outlays, $250,300,000,000. 
On page 6, strike lines 23 and 24 and Insert 

iu lieu thereof, 
"Fiscal Year 1982: 
(A) New budget authority, $16,800,000,-

ooo; 
(B) Outlays, $11,100,000,000. 
Fiscal Year 1983: 
(A) New budget authority, $16,100,000,-

000; 
(B) Outlays, $11,500,000,000. 

Fiscal Year 1984: 
(A) New budget authority, $17,200,000,-

000; 
(B) Outlays, $12,000,000,000." 
On page 7, strike lines 1 and 2, and Insert 

1n lieu thereof, 
"Fiscal Year 1982: 
(A) New budget authority, $7.200,000,000; 
(B) Outlays, $7,000,000,000. 
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Fiscal Year 1983: 
(A) New budget authority, $7,700,000,000; 
(B) Outlays, $7,300,000,000. 
Fiscal Year 1984: 
(A) New budget authority, $7,200,000,000; 
(B) Outlays, $7,200,000,000." 
On page 7, strike lines 4 and 5, and insert 

in lieu thereof, 
Fiscal Year 1982: 
(A) New budget authority, $4,400,000,000; 
(B) Outlays, $6,900,000,000. 
Fiscal Year 1983: 
(A) N"ew budget authority, $3,800,000,000; 
(B) Outlays, $6,500,000,000. 
Fiscal Year 1984: 
(A) New budget authority, $2,800,000,000; 
(B) Outlays, $4,900,000,000." 
On page 7, strike lines 7 and 8, and insert 

in lieu thereof, 
Fiscal Year 1982: 
(A) New budget authority, $8,400,000,000; 
(B) Outlays, $12,800,000,000. 
Fiscal Year 1983: 
(A) New budget authority , $10,700,000,000; 
(B) Outlays, $11,800,000,000. 
Fiscal Year 1984: 
(A) New budget authority, $10,800,000,000; 
(B) Outlays, $10,900,000,000." 
On page 7, strike lines 10 and 11, and 

insert in lieu thereof, 
Fiscal Year 1982: 
(A) New budget authority, $5,400,000,000; 
(B) outlays, $4,600,000,000. 
Fiscal Year 1983: 
(A) New budget authority, $6,400,000,000; 
(B) Outlays, $4,700,000 ,000 . 
Fiscal Year 1984: 
(A) New budget authority, $5,400,000,000; 
(B) Outlays, $4,900,000,000." 
On page 7, strike lines 13 and 14, and in-

sert in lieu thereof, 
Fiscal Year 1982: 
(A) New budget authority, $8,300,000,000; 
(B) Outlays, $4,500,000,000. 
Fiscal Year 1983: 
(A) New budget authority, $5,200,0 :J O,OOO; 
(B) Outlays, $4,200,0::JO,OOO. 
Fiscal Year 1984: 
(A) New budget authority, $5,800,000,000; 
(B) Outlays, $3,800,000 ,000 ." 
On page 7, strike lines 16 and 17, and 

insert in lieu thereof, 
Fiscal Year 1982: 
(A) New budget authority, $21,700,000,000; 
(B) Outlays, $21,000,000,000. 
Fiscal Year 1983: 
(A) New budget authority, $20 ,800,000,000; 
(B) Outlays, $20,100,000 ,000. 
Fiscal Year 1984: 
(A) New budget authoritv, $21,300,000,000; 
(B) Outlays, $20,100,000,000." 
On page 7, strike lines 19 and 20, and in-

sert in lieu thereof, 
Fiscal Year 1982: 
(A) New budget authority, $7,000,000,000; 
(B) Outlays, $9 ,200,000,000. 
Fiscal Year 1983 : 
(A) New budget authority, $7,500,000,000; 
(B) Outlavs, $7,800,000,000. 
Fiscal Year 1984: 
(A) New budget authoritv, $7,800,000,000; 
(B) Outlays, $7, 600 ,000 ,000." 
On page 7, strike lines 23 and 24, and in-

sert in lieu thereof, 
Fiscal Year 1982: 
(A) New budget authoritv, $26,800,000,000; 
(B) Outlays, $27,400,000,000. 
Fiscal Year 1983: 
(A) New budget authority, $26,900,000,000; 
(B) Outlays, $26,600,QOO,OOO. 
Fiscal Year 1984: 
(A) New budget authority, $26,100,000,000· 
(B) Outlays, $26,100.000." 
On page 8, strike lines 1 and 2, and insert 

in lieu thereof, 
Fiscal Year 1982: 
(A} New budget authority, $83,600,000,000; 
(B) Outlays, 8173,400,000,000. 
Fiscal Year 1983: 
(A) New budget authority, $90,800,000,000; 
(B) Outlays. $80,900,000,000. 

Fiscal Year 1984: 
(A) New budget authority, $99,600,000,000; 
(B) Outlays, $88,900,000,000." 
On page 8, strike lines 4 and 5, and insert 

in lieu thereof, 
Fiscal Year 1982: 
(A) New budget authority, $263,900,000,-

000; 
(B) Outlays, $238,200,000,000. 
Fiscal Year 1983: 
(A) New budget authority, $286,800,000,-

000; 
(B) Outlays, $253,000,000,000. 
Fiscal Year 1984: 
(A) New budget authority, $307,500,000,-

000; 
(B) Outlays, $270,300,000,000." 
On page 8, strike lines 7 and 8, and insert 

in lieu thereof, 
Fiscal Year 1982: 
(A) New budget authority, $24,5GO,OOO,OOO; 
(B) Outlays, $23,900,000,000. 
Fiscal Year 1983: 
(A) New budget authority, $25,500,000,000; 
(B) Outlays, $25,100,000,000. 
Fiscal Year 1984: 
(A) New budget authority, $26,500,000,000; 
(B) Outlays, $26,000,000,000." 
On page 8, strike lines 10 and 11, and insert 

in lieu thereof, 
Fiscal Year 1982: 
(A) New budget authority, $4,300,000,000; 
(B) Outlays, $4,500•, 000,000. 
Fiscal Year 1983: 
(A) New budget authority, $4,500,000,000; 
(B) Outlays, $4,500,000,000. 
Fiscal Year 1984: 
(A) New budget authority, $4,700,000,000; 
(B) Outlays, $4,700,000,000." 
On page 8, strike lines 13 and 14, and insert 

in lieu thereof, 
Fiscal Year 1982: 
(A) New budget authority, $5,000,000,000; 
(B) Outlays, $4,800,000,000. 
Fiscal Year 1983: 
(A) New budget authority, $5,200,000,000; 
(B) Outlays,$5,000,000,000. 
Fiscal Year 1984: 
(A) New budget authority, $5,300,000,000; 
(B) Outlays, $5,300,000,000." 
On p·age 8, strike lines 16 and 17, and 

insert in lieu thereof: 
Fiscal year 1932: 
(A) New budget authority, $6,400,000,000; 
(B) Outlays, $6,400,000,000. 
Fiscal year 1983: 
(A) New budget authority, $6,500,000,000; 
(B) Outlays, $6,500,000,000. 
Fiscal year 1984: 
(A) New budget authority, $6,900,000,000; 
(B) Ou:tlays, $6,800,000,000." 
On page 8, strike lines 18 and 20, and 

insert in lieu thereof, 
Fiscal year 1982: 
(A) New budget authority, $89,500,000,000; 
(B) OutJ.oays, $89,500,000,000. 
Fi.,cal year Hl83 : 
(A} New budget authority, $93,700,000,000; 
(B) Outlays, $93,700,000,000. 
Fiscal year 1984: 
(A) New budget ·authority, $94,600,000,000; 
(B) Outleys, $94,600,000,000." 
On page 8, strike lines 22 and 23, and in-

sert in lieu thereof, 
Fiscal year 1982: 
(A) New budget authority, $0; 
(B) Outlays, $0. 
Fiscal year 1983: 
(A) New budget authority, -$20,400,000,-

000; 
(B) Outlays, -$20,400,000,000. 
Fiscal year 1984: 
(A} 'New budget authority, -$27,800,000,-

000; 
(B) OUtlays, -$27,800,000,000." 
Beginning on page 8, line 25, strike out 

everything through page 9, line 1, and insert 
in lieu thereof, 

Fiscal year 1982 : 
(A) New budget authority, -$33,500,000,-

000; 
(B) Outlays, -$33,500,000,000. 
Fiscal year 1983: 
(A) New budget authority, -$39,400,000,-

000; 
(B) OUtlays, -$39,400,000,000. 
Fiscal year 1984: 
(A) New budget authority, -$45,900,000,-

000; 
(B) Outlays, -$45,900,000,000. 

On pa.ge 9, line 6, strike "$55,970,000,000" 
allld: insert in lieu thereof "$51,452,000,000". 

On page 9, line 8, strike "$78,620,000,000" 
and insert in lieu thereof, "$85,626,000,000". 

On page 9, strike line 10, and insert in lieu 
thereo·f, "$70,042,000,000". 

On page 9, line 13, strike the word "pri
mary" and insert in lieu thereof, "gross". 

On page 9, line 18, strike "primary" and 
insert in lieu thereof, "gross". 

On page 9, line 19, after "$30,000,000" in
sert the fol'lowing, "of which $0 shall be sec
ondary loan guarantee commitments." 

On page 9, strike lines 20 and 21. 
On page 9, line 23, strike "$8,230,000,000" 

and insert in lieu thereof, "$11,183,000,000". 
On page 9 , line 24, strike the word "pri

mary" and insert in lieu thereof, "gross". 
On page 9, line 25, strike "$8,340,000,000" 

and insert in lieu thereof, "$11,043,000,000 
of which $0 shall be secondary loan guaran
tee commitments." 

On page 10, strike lines 1 and 2. 
On page 10, line 4, strike "$0" and insert 

in lieu thereof, "$144,000,000". 
On page 10, line 5, strike the word "pri

mary" and insert in lieu thereof, "gross". 
On page 10, line 6, strike "$0" and insert 

in lieu thereof, "$0, of which $0 shall be 
secondary loan guarantee commitments." 

On page 10, strike lines 7 and 8. 
On page 10, line 10, strike "$1,100.000,000" 

and insert in lieu thereof, "$4,504,000,000". 
On page 10, line 11, strike the word "pri

mary" and insert in lieu thereof, "gross". 
On page 10, line 12, strike "$2,640,000,000" 

and insert in lieu thereof, "$6,502,000,000 
of which $0 shall be secondary loan guaran
tee commitments." 

On page 10, strike lines 13 and 14. 
On page 10, line 16, strike "$20,000,000" 

and insert in lieu thereof, "$24,000,000". 
On page 10, line 17, strike the word "pri

mary" and insert in lieu thereof, "gross". 
On page 10, line 18, after "$0" insert the 

following, "of which $0 shall be secondary 
loan guarantee commitments." 

On page 10, strike lines 19 and 20. 
On page 10, line 22, strike "$7,530,000,000" 

and insert in lieu thereof, "$8,878,000,000". 
On page 10, line 23, strike the word "pri

mary" and insert in lieu thereof "gross". 
On page 10, !ine 24, strike "$2,430,000,000" 

and insert in lieu thereof, "$3.597,000,000 o! 
which $0 shall be secondary loan commit
ments." 

On page 11, strike lines 1 and 2. 
On page 11, line 4, strike "$14,150.000,000" 

and insert in lieu thereof, "$13,689,000,000". 
On page 11, line 5, strike the word "pri

mary" and insert in lieu thereof, "gross". 
On page 11, line 6, strike "$35,730,000,000" 

and insert in lieu thereof, "$121,175,000,000 of 
which $69,542,000,000 shall be secondary loan 
guarantee commitments." 

On page 11, strikes lines 7 and 8. 
On page 11, line 10, strike "$150,000,000" 

and insert in lieu thereof, "$475,000,000". 
On page 11, line 11, strike the word "pri

mary" and insert in lieu thereof, "gross". 
On page 11, line 12, strike "$1,140.000,000" 

and insert in lieu thereof, "$1,504,000,000 of 
which $0 shall be secondary loan guarantee 
commitments." 

On page 11, strike lines 13 and 14. 
On page 11 , line 16, stril{e "$850,000,000" 

and insert in lieu thereof, "$841,000,000". 
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On page 11, line 17, strike the word "pri
mary" and insert in lieu thereof, "gross". 

On page 11, Une 18, strike "$80,000,000" and 
insert 1n lieu thereof, "$1,280,000,000 of which 
$0 shall be secondary loan guarantee commit
ments." 

On page 11, strike lines 19 and 20. 
On page 11, line 23, strike "$920,000,000" 

and J.nsert in lieu thereof, "$1,424,000,000". 
On page 11, line 24, strike the word "pri

mary" and insert in lieu thereof, "gross". 
On page 11, line 25, strike "$5,200,000,000" 

and insert in lieu thereof, "$6,197,000,000 
of which $500,000,000 shall be secondary loan 
guarantee commitments.'' 

On page 12, strike lines 1 and 2. 
On page 12, line 4, strike "$90,000,000" and 

insert in lieu thereof, "$93,000,000". 
On page 12, line 5, strike the word "pri

mary" and insert in lieu thereof, "gross". 
On page 12, line 6, strike "$100,000,000" and 

insert in lieu thereof, "$175,000,000 of which 
$0 shall be secondary loan guarantee com
mltments." 

On page 12, strike lines 7 and 8. 
On page 12, line 10, strike "$300,000,000 and 

insert in lieu thereof, "$2,959,000,000". 
On page 12, line 11, strike the word "pri

mary" and insert in lieu thereof, "gross". 
On page 12, line 12, strike "$14,790,000,000" 

and insert in lieu thereof, "$17,446,000,000 
of which $0 shall be secondary loan guarantee 
commitments." 

On page 12, strike lines 13 and 14. 
On page 12, line 16, strike "$650,000,000" 

and insert in lieu thereof, "$618,000,000". 
On page 12, line 17, strike the word "pri

mary" and insert in lieu thereof, "gross". 
On page 12, line 18, strike "$7,380,000,000" 

and insert in lieu thereof, "$7,383,000,000 of 
which $0 shall be secondary loan guarantee 
commitments." 

On page 12, strike lines 19 a.nd 20. 
On page 12, line 23, strike the word "pri

max:y" and insert in lieu thereof, "gross". 
On page 12, line 24, after "$0", insert the 

following, "of which $0 shall be secondary 
loan guarantee commitments." 

On page 13, strike lines 1 and 2. 
On page 13, line 4, strike "$21,840,000,000" 

and insert in lieu thereof, "$31,000,000". 
On page 13, line 5, strike the word "pri

mary" and insert in lieu thereof, "gross". 
On page 13, line 6, strike "$0" and insert 

in lieu thereof "$31,000,000 of which $0 shall 
be secondary loan guarantee commitments." 

On page 13, strike lines 7 and 8. 
On page 13, line 10, strike "$140,000,000" 

and insert in lieu thereof, "$145,000,000". 
On page 13, line 11. strike the word "ori

mary" and insert in lieu thereof, "gross": 
On page 13, line 12, strike "$760,000,000" 

and insert in lieu thereof, "$756,000,000 of 
which $0 shall be secondary loan guarantee 
commitments." 

On page 13. strike lines 13 and 14. 
On p·age 13, line 17, strike the word "pri

mary" and insert in lieu thereof, "gross". 
On page 13, line 18, after "$0" insert the 

following "of which $0 shall be secondary 
loan guarantee commitments." 

On page 13, strike lines 19 a.nd 20. 
On page 13, line 23, strike the word "ori

mary" and insert in lieu thereof, "P.l'oss". 
On oage 13, line 24, after "$0" insert the 

following, "of which $0 shall be secondary 
loan guarantee commitments." 

On page 14, strike lines 1 and 2. 
On page 14, line 5, stril<'e the word "nri

mary" and insert in lieu thereof, "gross". 
On oage 14, line 6. after "~0" ins~rt. the 

following, "of which $0 shall be secondary 
loan guarantee commitme-nts." 

On page 14, strike lines 7 and 8. 
On o·age 14, s•ril<'e lines 9 through 17 and 

insert in lieu thereof, ' 
"(c) It is tlhe sPn!':e c-f the Conaress that 

the President through adminlstr.S~tlve actions 
should limit. in fiscal vear 1982 total Federal 
Flnanclnq Ban'!(: oricrlns.tlon of direct loa.ns 
guaranteed by other Federal agencies to $16,-

460,000,000; and Federal Financing Bank pur
chases of loan assets from Federal agencies 
to $6,531,000,000. It is the further se •• se of 
Congress that direct borrowing transactions 
of F'ederal agencies should be, to the maxi
mum extent possible, restricted to the Fed
eral Financing Bank." 

On page 14, line 18, strike everything af·ter 
"SEc. 204" through page 15, line 24, and in
sert in lieu thereof, 

"It shall not be in order in the House or 
the Senate during fiscal years 1981 and 1982 
to consider any bill, resolution, or amend
ment authorizing new direct loan obligations 
or new loan guarantee commitments unless 
tih&t bill, resolution, or amendment also pro
vides that the authority to make or guaran
tee such loans shall be etfective only to such 
extent or in such amounts as are contained 
in appropriation Acts." 

On page 16, line 1, strike everything 
through page 21, line 23. 

On page 21, line 24, strike everything 
through page 22, line 12. 

On page 22, strike lines 17 and 18, and 
insert in lieu thereof, 

"SEc. 301. Congress hereby determines and 
declares Vhat it 1s necessary to make changes 
in enacted laws in order to reduce budget 
authority by $14,667,000,000, and outlays by 
$2,353,000,000, in fiscal year 198,1; to reduce 
budget authority by $52,825,000,000 and out
lays by $36,945,000,000, in fiscal year 1982; 
to reduce budget authority by $59,228,000,000, 
and outlays by $47,694,000,000, in fiscal year 
1983; and to reduce budget authority by $68,-
074,000,000, and outlays by $56,937,000,000, in 
fiscal year 1984." 

Beginning with page 22, line 23, strike 
everything through page 23, llne 3, and in
sert in lieu thereof, "to reduce outlays by 
$163,000,000 in fiscal year 1981; to reduce 
budget authority by $232,000,000 and outlays 
by $693,000,000 in fiscal year 1982; to re
duce budget authority by $400,000,000 and 
outlays by $362,000,000 in fiscal year 1983; 
and to reduce budget authority by $520,000,-
000 and outlays by $525,000,000 in fiscal year 
1984; and" 

Beginning with "$1,926,000,000" on page 23, 
line 9, s!rike lines 9 through 14, and insert 
in lieu thereof, "'$525,000,000 in budget au
thority and $3,000,000 in outlays for fiscal 
year 1981; $2,026,000,000 in budget authority 
and $1,932,000,000 in outlays for fiscal year 
1982; $2,656,000,000 in budget authority and 
$2,616,000,000 in outlays for fiscal year 1983; 
and $3,153,000,000 in budget authority and 
$3,066,000,000 in outlays for fiscal year 1984." 

On page 23, strike lines 19 through 24 and 
insert in lieu thereof, "to reduce budget au
thority by $233,000,000 and outlays by $233,-
000,000 in fiscal year 1981; to reduce budget 
authority by $966,000,000 and outlays by 
$936,000,000 in fiscal year 1982; to reduce 
budget authority by $899,000,000 and out
lays by $899,000,000 in fiscal year 1983; and 
to reduce budget authority by $511,000,000 
and outlays by '$511 ,000,000 in fiscal year 
1984." 

On page 24, strike lines 6 through 11, and 
insert in lieu thereof, "outlays as follows: 
$7,146,00:>,000 in budget authority and $143,-
000,000 in outlays for fiscal year 1981; $14,-
139,000,000 in bud1et authority and $808,-
000,0CO in outlays for fiscal year 1982; $16,-
534,000,000 in budget authority and $1,669,-
000,000 in outlays for fiscal year 1983; and 
$18,789,000,000 in budget authority and 
$2,632,000,000 in outlays for fiscal year 1984." 

reduce budget authority by •1,681,000,000 
and outlays by $1,532,000,000 in fiscal year 
1983; and to reduce budget authority by 
$2,785,000,000 and outlays by $2,590,000,000 
in fiscal year 1984; and" 

On page 25, strike lines 14 through 19, and 
insert in lieu thereof, "as follows: $2,460,-
000,000 in budget authority and $402,000,000 
in outlays for fis.caJ. year 1981; $9,956,000,000 
in budget a,uthority and $8,082,000,000 in O<Ut
lays for fiscal year 1982; $11,586,000,000 in 
budget authority and $10,440,000,000 ln out
lays for fiscal year 1983; a.nd $14,014,000,000 
in budget authority and $12,486,000,000 in 
outlays for fiscal year 1984." 

Beginning on page 25, line 25, strike every
thing through page 26, line 5, a,nd insert in 
lieu thereof, "$215,000,000 and outlays by 
$149,000,000 in fiscal year 1981; to reduce 
budget authority by $787,000,000 and outlays 
by $1,103,000,000 in fiscal year 1982; to reduce 
budget authOirity by $1,082,000,000 and out
lays by $1,716,000,000 in fiscal year 1983; and 
to reduce budget authority by $1,355,000,000 
and outlays by $2,247,000,000 in fiscal year 
1984; and" 

On page 26, strike lines 11 through 16, and 
insert in lieu thereof, "as follows: $1,764,-
000,000 in budget authority and $29,000,000 
in outlays for fiscal year 1981; $4,885,000,000 
in budget authority and $4,138,000,000 in out
lays for fiscal year 1982; $5,251,000,000 in 
budget authority and $4,976,000,000 in out
lays for fiscal year 1983; and $-5,297,000,000 in 
budget authority and $5,261,000,000 in out
lays for fiscal year 1984." 

Beginning with page 26, llne 22, strike 
everything through page 27, line 2, and in
se-:t in lieu thereof, "as follows: $1,050,000,000 
in budget authority and $301,000,000 in out
lays for fiscal year 1982; $600,000,000 in 
budget authority and $367,000,000 in outlays 
for fiscal year 1983; and $435,000,000 in 
budget authority and $531,000,000 in outlays 
for fiscal year 1984." 

On page 27, strike lines 3 through 13, and 
insert in lieu thereof, 

"(8) The House Committee on Interior and 
Insular Atfairs shall report changes in laws 
within the jurisdiction of that committee 
sufficient to reduce appropriations for pro
grams authorized by that committee so as 
to achieve savings in budget authority and 
outlays as follows: $331,000,000 in budget 
authority and $84,000,000 in outlays for fis
cal year 1981; $815,000,000 in budget author
ity and $369,000,000 in outlays for fiscal year 
1982; $796,000,000 in budget authority and 
$564,000,000 in outlays for fiscal year 1983; 
and $774,000,000 in budget authority and 
$654,000,000 in outlays for fiscal year 1984." 

On page 27, strike lines 19 through 23, and 
insert in lieu thereof, "$116,000,000 in budget 
authority and $13,000,000 in outlays for fis
cal year 1982; $133,000,000 in budget author
ity and $81,000,000 in outlays for fiscal year 
198'3; and $144,000,000 in budget authority 
and $124,000,000 in outlays for fiscal year 
1984." 

On page 28, strike lines 4 through 9, and 
insert in lieu thereof, "$39,000,000 and out
lays by $39,000,000 in fiscal year 1981; to 
reduce budget authority by $242,000,000 and 
outlays by $242,000,000 in fiscal year 1982; to 
reduce budget authority by $479,000,000 and 
outlays by $479,000,000 1n fiscal year 1983; 
and to reduce budget authority by $641,000,-
000 and outlays by $641,000,000 in fiscal year 
1984; and·" 

On page 28, strike lines 15 through 20 and 
insert 1n lieu thereof, "outlays as follows: 
$147,000,000 in budget authority and $15,-
000,000 in outlays for fiscal year 1982; $60,-
000,000 in budget authority and $32,000,000 
in outlays for fiscal year 1983; and $71,000,000 
in budget authority and $60,000,000 in out
lays for fiscal year 1984." 

On page 24, strike lines 17 through 22 and 
insert in lieu thereof, "follows: $39,000,000 
in budget authority and $40.000,CO.J in out
lays for fiscal year 1982; $55,000,000 in budget 
authority and $54,000,000 in outlays for fis
cal year 1983; and $72,000,000 in budget au
thority and $69,000,000 in outlays for fiscal 
year 1984." Beginning on ,page 28, line 2·5, strike every

On page 25, strike lines 3 through 8, a.nd thing through page 29, Une n, and insert in 
insert in lieu thereof, "$808,000,000 and oUit- lieu thereof, "Law 93-344 sufficient to reduce 
lays by $725,000,000 in fisca.l year 1982; to outlays by $513,000,000 in fiscal year 1982; 
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to reduce outlays by $414,000,000 in fiscal 
year 1983; and to reduce outlays by $357,-
000,000 in fiscal year 1984; and" 

O.n page 29, strike linea 11 through 16, a.nd 
insert .ln lieu thereof, "as !ollow.a : $4,737,-
000,000 in :budget autlharlty I8.I1d $4,650,000,-
000 in outlays for fiscal year 1982; $6,304,000,-
000 in budget authorlty and $6,324,000,000 1n 
outlays for fi·sce.l year 1983; and $7,390,000,000 
in budget autoorl!ty and $7,371,000,000 in 
outlays 'for lftsca.l year 1984." 

Beginning on page 29, line 21, strike every
thing thorough page 30, line 2, and illlsert in 
Ueu thereof, "Public Law 93-344 sufficient 
to reduce outl.Ja.ys by $185,000,000 in fi5001 
year 1982; to reduce outl·ays by $900,000,000 
in fiscal yea.r 1983; .and to ,reduce outlays by 
$1,365,000,000 in fi·scal yea.r 1984; and" 

On page 30, ·stlrlke lines 8 .through 13, and 
insert •in lieu thereof, "ou·tlays as follows: 
$2,350,000,000 in !budget authorl!ty and $68,-
000,000 in outlays for fiscal year 1981; $6,446,-
000,000 in budget authority and '$1 ,033,000,-
000 in outlays for fiscal year 1982; $5,122,000,-
000 lin budget authority and $2,697,000,000 
in outlays for fiscal year 1983; and $6,241 ,-
000,000 in budget authority and $4,381 ,000,-
000 in outlays for fiscal yeat 1984." 

On page 30, str.lke lines 19 through 24, and 
insert in lieu thereof, "follows: $82 ,000,000 in 
budget authmity .and $35,000,000 in outlays 
for fiscal year 1981; $78,000,000 in budget au
thority oand $39 ,000,000 in outllays for fiscal 
year 1982; $90,000,000 in budget authority 
and $59,000,000 in outlays for fiscal year 1993; 
and $102,000,000 in budget .author1ty and 
$83,000,000 in outlays for fiscal year 1984." 

On page 31, strtke lines 6 th.rough 11, and 
ln:ser:t in lieu thereof, "lows: $97,000,000 in 
budget .a.uthor1ty and $67,000 ,000 in ou.tlays 
for lfis-cal year 1981 ; $526,000,000 in budget 
authority a nd $390,000,000 in outloays :for fis
cal year 1982; $564 ,000,000 in !budget aut hor
ity and $541,000,000 in outlays for fiiSCal year 
1983; and $554,000,000 in budget authority 
and $·533,000,000 in outlays for fiscal year 
1984." 

On page 31, strike lines 12 through 21 and 
insert in lieu thereof, 

"(15) (A) The HoUEe Committee on Vet
erans' Affairs shall report changes in laws 
within the jurisdiction of that committee 
Which provide spending authority as defined 
in section 401(c) (2) (C) of Public Law 93-
344, sufficient to reduce budget authority by 
$14,000,000 and outlays by $14,000,000 in fis
cal year 1981; to reduce budget authority by 
$32,000,000 and outlays by $32,000,000 in fis
cal year 1982; to reduce budget authority by 
$28,000,000 and outlays by $28,000,000 in ns
cal year 1983; and to reduce budget author
tty by $24,000,000 and outlays by $24,000,000 
in fiscal year 1984; and 

"(B) The House Committee on Veterans' 
Affairs shall also report changes in laws 
within the jurisdiction of that committee 
sufficient to reduce appropriations for pro
grams authorized by that committee so as 
to achieve savings 1n budget authority and 
outlays as follows: $414,000,000 in budget 
authority and $375,000,000 in outlays for fis
cal year 1982; $397,000,000 in budget au
thority and $404,000,000, in outlays for fiscal 
year 1983; and $522,000,000 in budget au
thority and $520,000,000 in outlays for fiscal 
year 1984." 

On page 32, strike lines 2 through 7, and 
insert in lleu thereof, "$36,000,000 and out
lays by $195,000,000 in fiscal year 1981; to 
reduce budget authority by $3,791,000,000 and 
outlays by $8,427,000,000 in fiscal year 1982; 
to reduce budget authority by $3,445,000,000 
and outlays by $4,492,000,000 in fiscal year 
1983; and to reduce budget authority by 
$3,637,000,000 and outlays by $9,907,000,000 
in fiscal year 1984; and" 

On page 32, strike lines 13 through 18. and 
insert in lieu thereof, "lows: $978.000.000 In 
budget authority and $994,000,000 in outlays 
for fiscal year 1982; $1,294,000,000 in budget 
authority and $1,312,000,000 In outlays !or 

fiscal year 1983; and $1,647,000,000 In budget 
authority and $1,675,000,000 in outlays !or 
fiscal year 1984." 

Beginning on page 32, line 25, strike every
thing throue;h page 33, line 6, and insert 1n 
lieu thereof: "Public Law 93-314 sufficient 
to reduce outlays by $163,000,000 in fiscal 
year 1981; to reduce budget authority by 
$474,000,000 and outlays by $928,000,000 m 
fiscal year 1982; to reduce budget authority 
by $659,000,000 and outlays by $618,000,000 
in fiscal year 1983; and to reduce budget au
thority by $794,000,000 and outlays by $795,-
000,000 in fisca.l year 1984; and" 

On page 33, strike lines 13 through 18, 
and insert in lieu thereof, "$645,000,000 in 
budget authority and $3,000,000 In outlays 
for fiscal year 1981; $3,243,000,000 in budget 
authority and $3,200,000,000 in outlays for 
fiscal year 1982; $4,011,000,000 in budget au
thority and $3,961,000,000 in outlays for fis
cal yea.r 1983; and $4,613,000,000 in budget 
authority and $4,517,000,000 in outlays for 
fiscal year 1984." 

Beginning on page 33, line 23, strike 
everything through page 34, line 3, and in
sert in lieu thereof, "sufficient to reduce 
budget authority by $233,000,000 and outlays 
by $233,000,000 in fiscal year 1981; to reduce 
budget authority by $966,000,000 and outlays 
by $966,000,000 in fiscal year 1982; to reduce 
budget authority by $899,000,000 and out
lays by $899,000,000 in fiscal year 1983; and 
to reduce budget authority by $511,000,000 
and outlays by $511,000,000 in fiscal year 
1984." 

On page 34, strike lines 9 through 14, and 
insert in lieu thereof, " thorlty and outlays 
as follows: $6,146,000,000 in budget authority 
and $133,000,000 in outlays for fiscal year 
1981; $'15,460,000,000 in budget authority 
and $958,000,000 in outlays for fiscal year 
1982; $18,412,000,000 in budget authority 
and $2,274,000,000 in outlays for fiscal yea.r 
1983; and $21,303,000,000 in budget author
tty and $3,882,000,000 in outlays for fiscal 
year 1984." 

On page 34, strike lines 15 througih 25, 
and insert in lieu thereof, 

"(4) (A) The Senate Committee on Com
merce, Science, and Transportation shall re
port changes in laws within the jurisdiction 
of that committee which provide spending 
authority as defined in section 401 (c) (2) (C) 
of Public Law 93--344, sufficient to reduce 
budget authority by $150,000,000 and outlays 
by $150,000,000 in fiscal year 1982; to reduce 
budget authority by $300,000,000 and outlays 
by $300,000,000 In fiscal year 1983; and to 
reduce budget authority by $450,000,000 and 
outlays by $450,00,000 in fiscal year 1984; 
and 

"(B) The Senate Committee on Commerce, 
Science, and Transportation shall also report 
changes in laws within the jurisdiction of 
that committee sufficient to require reduc
tions in appropriations for programs author
ized by that committee so as to achieve sav
ings in budget authority and outlays as fol
lows: $1,558,000,000 in budget authority and 
$884,000,000 in outlays for fiscal year 1982; 
$1 ,598,000,000 in budget authority and 
$1,328,000,000 in outlays for fiscal year 
1983; and $1,465,000,000 in budget authority 
and $1,337,000,000 in outlays for fiscal year 
1984." 

On page 35, strike lines 6 through 11, and 
insert in lieu thereof, "and outlays as fol
lows: $2,071,000,000 in budget authority and 
$106,000,000 in outlays for fiscal year 1981; 
$3,714,000,000 in budget aut-hority and $3,-
404,000,000 in outlays for fiscal year 1982; 
$3,660,000,000 in budget authority and $3,-
628,000,000 in outlays !or fiscal year 1983; 
and $3,604,000,000 in budget authority and 
$3,711 ,000,000 in outlays for fiscal y.ear 1984." 

On page 35, strike lines 16 through 19, and 
inr..ert in lieu therof, "Law 93- 344, sufficient 
to reduce outlays by $185,000,000 in fiscal 
yea.r 1982; to reduce outlays by $900,000,000 

in fiscal yea.r 1983; and to reduce owtlays by 
$1,365,000,000 in fiscal yea.r 1984; and" 

Beginning on page ·55, line 25, strike every
thing through page 36, line 5, and insert in 
lieu thereof, "thorlty and outlays as follows: 
$2,350,000,000 in budget .authority and $68,-
000,000 in outlays for fiscal year 1981; $4,935,-
000,000 in budget authority and $793,000,000 
in outlays for fiscal year 1982; $3,035,000,000 
in budget authority and $1,872,000,000 in 
outlays for fiscal year 1983; and $3,500,000,000 
In budget authority and $2,826,000,000 in 
outlays for fiscal year 1984." 

On page 36, strike lines 10 through 15, 
and insert in lieu thereof, "to reduce budget 
authority by $212,000,000 and outlays by 
$295,000,000 in fiscal year 1981; to reduce 
budget authority by $1:,354,000,000 and cUlt
lays by $3,354,000,000 in fiscal year 1982; to 
reduce budget authority by $4,494,000,000 
and outlays by $10,870,000,000 in fiscal year 
1983; and to reduce budget authority by $4,-
618,000,000 and outlays by $11,761,000,000 in 
fiscal year 1984; and" 

•Beginning on page 36, line 21, strike every
thing through page 37, line 2, and insert in 
lieu thereof, "follows: $96,000,000 in budget 
authority and $112,000,000 in outlays for fis
cal year 1982; $114,000,000 in budget author
ity and $132,000,000 in outlays for fiscal year 
1983; and $149,000,000 in budget authority 
and $177,000,000 in outlays for fiscal yea.r 
1984." 

On page 37, strike lines 8 through 13, and 
insert in lieu thereof, "lays as follOIWS: 
$1,050,000,000 in budget authority and 
$301,000,000 in outlays for fiscal yea.r 1982; 
$600,000,000 in budget authotrlty and $367,-
000,000 in outlays for fiscal year 1983; and 
$4'3'5,000,000 in budget authority and $531,-
000,000 in outlays for fiscal year 1984." 

On page 37, strike lines 18 through 23, and 
insert in lieu thereof, "93-344, sufficient to 
reduce outlays by $513,000,000 in fiscal year 
1982; to reduce outlays by $4'14,000,000 in 
fiscal year 1983; and to reduce outlays by 
$357,000,000 in fiscal yea.r 1984; and" 

On page 38, strike lines 4 through 9, and 
insert in lieu thereof, "and outlays as fol
lows: $4,776,000,000 in budget authority and 
$i,690,000,000 in outlays for fiscal year 1982; 
$6,360,000,000 in budget authority and $6,-
388,000,000 in outlays for fiscal year 1983; 
and $7,462,000,000 in budget &uthorlty and 
$7,440,000,000 in outlays for fiscal year 1984." 

On page 38, strike lines 15 through 20, and 
insert in lieu thereof, "follows: $116,000,000 
in budget authority and $13,000.000 in out
lays for fiscal yea.r 1982; $133,000,000 in 
budget authortty and $81,000,000 in outlays 
for fiscal year 1983; and $144,000,000 in 
budget authority and $124,000,000 in outlays 
for fiscal year 1984." 

On page 39, strike lines 1 through 6, and 
insert in lieu ·thereof, "thorlty by $39,000,000 
and outlays by $49,000,000 in fiscal year 1981; 
to reduce budget authority by $658,000,000 
and outlays by $622,000,000 in fiscal year 
1982; to reduce budget authority by $1,60'1,-
000,000 and outlays by $1,495,000,000 in fis
cal yea,r 1983; and to reduce budget autho,r
it y by $2,702,000,000 and outlays by $2,551,-
000,000 in fiscal yea.r 1984; and" 

On page 39, strike lines 12 t-hrough 17 and 
insert in lieu thereof, "thorUy and 0111t1ays 
as follows: $2 .~88 .000.000 in budget author
ltv e,nd $414.000.000 in outlays for fiscal year 
1981; $10.3M.OOO.OOO in budget authority 
and $7.928.000.000 in outlavs for fiscal year 
1982; $12.363.000.000 in budget authority 
and $lOJn3.oon.ooo in o11tlays for fiscal year 
1Q83; t1nd ~11l .224.000.000 in budget author
ity and $13,525,000,000 in outlays !or fiscal 
ye<>r 1984." 

Be!l:inning on page 39, line 23, strike every
thing through page 40, line 3, and Insert ln 
lieu thereof, "lays as follows: $97.000.000 in 
bud~et authorit y end $67.ono.noo in outlays 
for fiscal year 1981; $526.000.000 ln budget 
authority and $390,000,000 ln outlays for 
fiscal year 1981; $664,000,000 ln budget au-
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thority and $541,000,000 1n outlays for fiscal 
year 1983; and $554,000,000 1n budget au
thority and $533,000,000 1n outlays for fiscal 
year 1984.'' 

On page 40, strike lines 4 through 13, and 
insert in lieu thereof, 

"(13) (A) The Senate Committee on Vet
erans' Affairs shall report changes in laws 
within the jurisdiction of that committee 
which provide spending authority as defined 
1n section 401(c) (2) (C) of Public Law 93-
344, sutlicient to reduce budget authority by 
$14,000,000 and outlays by $14,000,000 in fis
cal year 1981; to reduce budget authority by 
$32,000,000 and outlays by $32,000,000 in fis
cal year 1982; to reduce budget authority by 
$28,000,000 and outlays by $28,000,000 in fis
cal year 1983; and to reduce budget author
tty by $24,000,000 and outlays by $24,000,000 
1n fiscal year 1984; and 

"(B) the Senate Committee on Veterans' 
A1fairs shall also report changes 1n laws 
withln the jurisdiction of that committee 
sutlicient to require reductions in appropria
tions for programs authorized by that com
mittee so as to achieve savings ln budget 
authority and outlays as follows: $414,000,-
000 in budget authority and $375,000,000 in 
outlays for fiscal year 1982; $397,000,000 ln 
budget authority and $404,000,000 in outlays 
for fiscal year 1983; and $522,000,000 in budg
et authority and $520,000,000 in outlays for 
fiscal year 1984." 

On page 40, between llnes 13 and 14, Insert 
the following, 

"SEC. 302a. The Committees on Appropria
tions of the House and Senate shall report 
not later than June 5, 1981, legislation to 
reduce previously enacted appropriations by 
$13,300,000,000 1n budget authority and 
$1,500,000,000 ln outlays for fiscal year 1981; 
by $3,200,000,000 ln outlays for fiscal year 
1982; by $1,800,000,000 ln outlays for fiscal 
year 1983; and by $1,100,000,000 in outlays 
for fiscal year 1984." 

On page 40, llne 24, strike "June 15, 1981" 
and insert in lieu thereof, "May 31, 1981". 

On page 40, strike lines 14 through 23· 
On page 41, between 11nes 7 and 8, insert 

the following, 
"SEC. 304a. The enactment of savings re

quired by this resolution is critical to the 
health of the economy of the Nation· and 

"Expeditious action on legislation pursuant 
to these instructions is critical to achieving 
the savings required by this resolution· and 

"The Senate is committed to compieting 
action on the savings legislation required by 
this resolution at the earliest possible time· 
and ' 

"It is the sense of the Senate that Senate 
committees instructed ln section 3(c) (1) 
through (c) (13) of this resolution should 
begin dellberatlons on the legislation those 
committees are required to report under this 
resolution as soon as the resolution is agreed 
to in the Senate; and 

"It is the further sense of the Senate that 
Senate committees should report the legisla
tion required by section 3(c) of this resolu
tion as agreed to ln the Senate, except to the 
extent that the amounts referred to may be 
modified in conference with the House of 
Representatives, by May 31, 1981.'' 

On page 41, between lines 7 and 8 insert 
the following, ' 

"SEc. 304b. The Senate Committee on Gov
ernmental Afl'airs should report changes in 
laws within the jurisdiction of that com
mittee which would reduce the costs to the 
Government which result from waste, fraud, 
and ahu"!e. Savings in aporoorll!lltions and 
expenditures from trust funds from such 
statutorv changes are estimated to be 
$700,000,000 ln budget authority and 
$1 300,000.000 in outlavs in fiscal year 1982· 
$1,000,000,000 ln budget authority and 
$2,000.000,000 In outlays in fiscal vear 1983· 
and $1,500,000,000 in budget authority IS.Ild 
$3,000,000,000 in outlays in fiscal year 1984." 

On page 41, strike lines 9 through 19, and 
insert in lieu thereof, 

"SEc. 305. No blll or resolution providing 
new budget authority for fiscal year 1982 or 
providing new spending authority described 
in section 401(c) (2) (C) of the Congressional 
Budget Act of 1974 in excess of the alloca
tion to or report by a committee or sub
committee pursuant to section 302 of the 
Budget Act shall be enrolled until Congress 
has completed action on the Second Budget 
Resolution for that fiscal year as required 
to be reported under section 310 of the 
Budget Act; and, if a reconciliation bill or 
reconciliation resolution, or .both, are re
quired to be reported under section 310(c), 
until Congress has completed action on that 
bill or resolution or both." 

On page 41, after line 19, insert the fol-
lowing: 

"SEc. 306. It is the sense of the Congress 
that due to the extreme rate of inflation in 
the United States economy, the possible 
cost-of-living effects of Federal regulations 
and legislation shall be carefully monitored 
aD part of a program of fiscal restraint. Cost
of-living effects should therefore be a prime 
consideration in developing both regulations 
and legislation. In order to coordinate the 
aggregate economic impact of regulations 
with Federal fiscal policy, it is the sense of 
Congress that the President should imple
ment a "zero net inflation impact" policy for 
the regulations promulgated in the remain
der of fiscal year 1981 and for fiscal year 
1982. This policy wlll require the President 
to keep an accounting for fiscal year 1981 of 
all new regulations which have a significant, 
measurable cost to the economy. Cost-saving 
modification need not affect the same area 
of economic activity as the cost-inducing 
regulations. The President should institute 
an exemption procedure to assure the 
promulgation of regulations necessary to 
avert any imminent threat to health and 
safety.'' 

(b) It is also the sense of Congress that 
the Director of the Congressional Budget 
Office should issue a periodic "inflation 
scorekeeping" report which shall contain an 
estimate of the positive or negative cost-of
living effects, wherever measurable, of legis
lation enacted to date in the current session 
of Congress. The report shall also indicate 
for each b1ll, promptly after it is reported 
by a committee of Congress, whether-

(1) it is judged to have no significant 
positive or negative impact on cost of living; 

(2) it is judged to have a positive or nega
tive cost-of-living impact on the amount 
specified in terms of both dollar amounts 
and change in the Consumer Price Index; or 

(3) it is judged likely to have a significant 
positive or negative impact on cost of living, 
but the amount cannot be determined 
immed1a tely. 

Mr. DOMENICI. Mr. President, in or
der to go to conference with the House 
it is necessary to amend the House~ 
passed resolution so as to reflect the de
cisions of the Senate. The amendment 
that I have sent to the desk would 
change the House numbers so as to re
flect our actions of the last few days. 

In the past, we have gone to confer
ence simply by offerjng a "strike and in
sert" amendment to the House resolu
tion. Although this was a convenient 
method of getting to conference, it cre
ated an awl{ward uost-conference proce
dure which unnecessarily complicated 
our deliberations. 

Mr. President, this amendment incor
porates the Senate decisions into the 
House resolution. It contains nothin~ 
more and nothin~ less. It strikes anv ad
ditional House language not confirmed 
in the Senate resolution as amended. 

In sum, it is nothing more than a pro
cedural vehicle ~o get to conference with 
t~e House in an orderly manner as envi
siOned by the draftsmen of the Budget 
Act. By adopting th.i.s amendment and 
moving to final passage on the House 
resolution, we can finalize our consider
ation of the first concurrent budget res
olution and go to conference with the 
House. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment of the Senator from New Mexico. 

The amendment <UP No. 94) was 
agreed to. 

Mr. SARBANES. Mr. President will 
the majority leader yield for a que~tion? 

Mr. BAKER. Mr. President, I am 
happy to yield. 

Mr. SARBANES. Mr. President, did I 
understand what has been included in 
the procedure is not different from what 
the Senate adopted in the course of con
sidering its resolution? 

Mr. BAKER. That is correct. 
Mr. DOMENICI. That is correct. 
Mr. BAKER. Mr. President, I ask for 

the yeas and nays on final passage. 
The PRESIDING OFFICER. Is there 

a sumcient second? 
There is a sufficient second. 
The yeas and nays were ordered. 
The PRESIDING OFFICER. The 

question is on agreeing to the concurrent 
resolution, as amended. 

On this questi.on, the yeas and nays 
have been ordered, and the clerk will call 
the roll. 

The assistant legislative clerk called 
the roll. 

Mr. STEVENS. I announce that the 
Senator fmm Maryland (Mr. MATHIAS), 
is necessarily absent. 

I further announce that. if present and 
voting, the Senator from Maryland (Mr. 
MATHIAS), would vote yea. 

Mr. CRANSTON. I announce that the 
Senator from Nevada <Mr. CANNON) ts 
necessarily absent. 

I furthel" announce that, if present and 
voting. the S~patol" from Nevada (Mr. 
CANNON), would vote "yea." 

The PRESTDTNG OFFICER. Are there 
any other Senators who wish to vote? 

The result was announced-yeas 78, 
nays 20, as follows: 

[Rollcall Vote No. 112 Leg.] 
YEA8-78 

Abdnor Ford 
AndTews Gam 
Armstrong Goldwater 
Baker Gorton 
Baucus Gmssley 
Bent~n Hatch 
Biden Hatfield 
Boren Hawld.ns 
Boschwitz Hayaltawa 
Bumpers Heflin 
Burdick He'nz 
Byrd, Helms 

Harry F., Jr. Huddleston 
Byrd, Robert C. Inouye 
Chafee Jac~n 
Chlles Jepsen 
COcbMil Jobnc:ton 
Cohen Ka'3Seba.um 
D' Amato K&sten 
Danforth Le.vaJt 
DeConcini Lcmg 
Denton Lu~r 
Di'lfon MPt<~"DIIL'!a 
Dole Mattingly 
Domendci McClure 
Dureillberger Melcher 
East Mitchell 

Murlrowskl 
Nickles 
Nunn 
Packwood 
Percy 
Pressler 
Pt'o"'mire 
Pryor 
Quayle 
Randolph 
Roth 
Rudman 
Saeser 
Schmitt 
Simpson 
Soer.ter 
Statrord 
Stennis 
Stevens 
Symms 
Thurmond 
Tower 
Wallop 
warner 
Zorinsky 
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Bradley 
Ore.nston 
Dodd 
Eagleton 
Exon 
Glenn 
Ha.rt 

NAY8-20 
HoU.ings 
Humphrey 
Kennedy 
Leahy 
Lev~n 
Metzenbaum 
Moynihan 

Pell 
Riegle 
Sarbanes 
Tsonga& 
Welcker 
Wllll.a.mB 

NOT VOTING-2 

oa.nnon Mathias 

So the concurrent resolution (H. Con. 
Res. 115), as amended, was agreed to. 

Mr. DOMENICI. Mr. President, I move 
to reconsider the vote by which the con
current resolution was agreed to. 

Mr. GOLDWATER. I move to lay that 
motion on the table. 

Mr. HOLLINGS. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. DOMENICI. Mr. President, I ask 
unanimous consent that the Secretary 
of the Senate be authorized to make 
technical and clerical corrections in the 
engrossment of House Concurrent Reso
lution 115 so as to accurately reflect the 
decis!ons of the Senate. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. DOMENICI. Mr. President, I move 
that the Senate insist upon its amend
ments, that the Senate request a con
ference with the House, and that the 
Chair be authorized to appoint conferees 
on the part of the Senate. 

The motion was agreed to; and the 
Presiding Officer (Mr. STEVENS) ap
pointed Mr. DOMENICI, Mr. ARMSTRONG, 
Mrs. KASSEBAUM, Mr. BOSCHWITZ, Mr. 
HATCH, Mr. TOWER, Mr. ANDREWS, Mr. 
HOLLINGS, Mr. CHILES, Mr. BIDEN, Mr. 
METZENBAUM, and Mr. EXON conferees on 
the part of the Senate. 

Mr. BAKER. Mr. President, if the 
other Senators have unanimous-consent 
requests I will yield for that purpose. 
Otherwise, Mr. President, I would like to 
take this opportunity to express my pro
found appreciation to the distinguished 
manager of the bill on behalf of the 
majority, Senator DoMENICI, and the 
manager on behalf of the minority, Sen
ator HoLLINGS. Together they have pre
served and extended the tradition of the 
Budget Committee in the Senate of act
ing in a bipartisan way in bringing to 
the Senate a measure that could be dealt 
with promptly and with dispatch and I 
think, appropriate for the circumstan~es 
at the moment. 

I think we passed a good resolution. 
I think it was a good spirit of accommo
dation on both sides of the aisle. I think 
it is remarkable indeed that in the course 
of the deliberations on this measure that 
we consumed 34¥2 hours of debate· we 
considered 22 amendments; we had 22 
rollcall votes, to dispatch this matter an 
important matter of legislative conc~rn 
I think, in a very effective and workman~ 
like way. 

Mr. President, I wish to express my 
appreciation to the distinguished minor
ity leader for his help and assistance in 
arriving at a reasonable schedule for the 
Senate and in helping arrive at an agree
ment for the reduction in time of so 
many amendments, and in assistino- the 
majority in a bipartisan way to see"'that 

the Senate acted promptly, effectively, 
and in a most judicious way. 

Mr. ROBERT C. BYRD. Mr. President, 
I thank the distinguished majority leader 
for his kind remarks. 

Mr. BAKER. Mr. President, I thank 
the minority leader. 

Mr. President, I wish to express my 
appreciation to several Senators who of
fered amendments for their diligence 
and consideration for the requirements 
of the Senate in scheduling and the con
sideration they showed for the leadership 
for permitting us to move as we have now 
moved. 

Mr. President, I wish to express my 
appreciation and respect to the distin
guished staff of the Budget Committee 
on both sides of the aisle for their efforts, 
for their diligence, and for their very, 
very effective work on behalf of both the 
majority and minority. 

Those staff members are: Stephen E. 
Bell, staff director; Lizbeth Tankersley,_ 
minority staff director; Robert Fulton, 
chief counsel; Sidney Brown, budget re
view chief; Carol Cox, legislative direc
tor; Andrew Ellis, counsel; Gail Fosler, 
chief economist; Pete Davis, senior econ
omist for tax analysis; William Stringer, 
assistant to the staff director and senior 
economist; Kemble Stokes, chief econo
mist, minority staff; and J. Thomas 
Sliter, special assistant to minority staff 
director. 

ORDER OF PROCEDURE 
Mr. BAKER. Mr. President, as a part 

of our arrangement for disposition of this 
resolution tonight, the distinguished 
junior Senator from Tennessee (Mr. 
SASSER) agreed to withdraw his amend
ment, which was a sense-of-the-Senate 
resolution. I represented that I would 
provide for the consideration of that 
measure as a free-standing resolution on 
tomorrow. 

Let me proceed now, Mr. President, to 
try to arrange a schedule for tomorrow 
and for the remainder of this day. 

Might I inquire, first, Mr. President, 
if it is not so that there is an order next 
to proceed to the consideration of the 
defense authorization bill? 

The PRESIDING OFFICER. The Sen
ator is correct. Under the previous order, 
the Senate will proceed to the considera
tion of S. 815 when the Senator has 
yielded the floor. 

Mr. BAKER. I thank the Chair. Mr. 
President, I will yield the floor shortly, 
but before we do proceed to the consider
ation of the defense authorization bill I 
wish to announce there will be no further 
rollcall votes tonight. It would be my 
hope that the managers of the bill could 
make their initial opening statements 
and that one amendment, at least, might 
be called up and debated to some extent 
tonight, although I would not expect 
them to ask for a rollcall vote. If one is 
ordered tonight, we will attempt to put it 
over until tomorrow. 

ORDERS FOR WEDNESDAY 
ORDER FOR RECESS UNTIL 9:30 A.M. TOMORROW 

Mr. BAKER. Mr. President, I ask 
unanimous consent that when the Senate 
completes its business this evening it 

stand in recess until the hour of 9:30a.m. 
on tomorrow. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

REDUCTION IN LEADERSHIP TIME 

Mr. BAKER. Mr. President, I ask 
unanimous consent, with the minority 
leader's concurrence, that the time for 
the two leaders under the standing order 
be reduced to 5 minutes each. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 
RESUMPTION OF DEFENSE AUTHORIZATION BILL 

Mr. BAKER. Mr. President, I ask 
unanimous consent that at 9:45 a.m. to
morrow the Senate resume consideration 
of the defense authorization bill or any 
amendment thereto that may be pend
ing at that time. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ORDER FOR RECOGNITION OF MR. SASSER AT 
12:30 P .M. TOMORROW 

Mr. BAKER. Mr. President, I ask 
unanimous consent that at the hour of 
11 a.m. tomorrow the Senate temporarily 
set aside the defense authorization bill 
and that the Senator from Tennessee 
(Mr. SASSER) be recognized for the pur
pose of calling up a sense-of-the-Senate 
resolution as in routine morning busi
ness. Mr. President, I further ask unani
mous consent that there be a limitation 
of time on that resolution of 1 hour to be 
equally divided. 

Mr. ROBERT C. BYRD. Mr. President, 
I am informed that the distinguished 
senior Senator from Virginia <Mr. HARRY 
F. BYRD, JR.) would want an hour under 
his control. 

Mr. BAKER. On this resolution? 
Mr. ROBERT C. BYRD. Yes. 
Mr. BAKER. I thank the minority 

leader. I amend the request, Mr. Presi
dent, so that there will be a 2-hour time 
limitation on the resolution, 1 hour to be 
equally divided between the junior Sen
ator from Tennessee and the majority 
leader or his designee, and that the sec
ond hour be under the control of the dis
tinguished senior Senator from Virginia. 

Mr. ROBERT C. BYRD. Mr. President, 
I thank the distinguished majority 
leader. 

Mr. BAKER. I thank the minority 
leader. 

The PRESIDING OFFICER. Will the 
distinguished majority leader inform the 
Chair if there was any mention of 
amendments in the unanimous-consent 
agreement? 

Mr. BAKER. No. I will make that pro
vision. I thank the Chair for calling it 
to my attention. 

Before I do that, however, may I con
tinue with the request that after the 
disposition of the Sasser resolution the 
Senate immediately resume considera
tion of the defense authorization bill. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Mr. President, we have 
2 hours on the Sasser resolution, 1 hour 
equally divided between the junior Sen
ator from Tennessee and the majority 
leader or his designee, and 1 hour under 
the control of the distinguished senior 
Senator from Virginia. 

Mr. President, I ask unanimous con
sent that on any amendment to the 
Sasser resolution that there be a time 
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limitation of 20 minutes to be equally 
divided and that on any second-degree 
amendment there be a limitation of 10 
minutes to be equally divided. 

Mr. LONG. Will the Senator mind 
asking that those amendments be ger
mane? 

Mr. BAKER. Mr. President, I make 
that request. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that any point of 
order, if the same is submitted, or ap
peal be limited to 10 minutes, equally 
divided. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. STENNIS. Mr. President, will the 
Senator yield to me? 

Mr. BAKER. Yes. 
Mr. STENNIS. I did not understand 

what other proceeding was to be had 
here tomorrow. 

Mr. BAKER. Mr. President, if I might, 
in answer to the distinguished Senator 
from Mississippi, it was contemplated 
that the Senator from Tennessee would 
o.ffer an amendment to the budget res
olution tonight, a sense of the Senate 
resolution. rt was determined that it 
was not necessary that that resolution 
be offered to the Budget Act and the 
junior Senator from Tennessee kindly 
agreed to withhold his amendment to
night in exchange for my commitment 
that tomorrow during the day we would 
provide an opportunity for . debate on 
the free standing offer of his resolution 
to the Senate. In order to try to accor.n
modate the maximum number of Sena
tors, I have just requested that we in
terrupt the consideration of the defense 
authorization bill at 11 o'clock in order 
to proceed to the consideration of the 
Sasser resolution and honor the promise 
that I made to the junior Senator from 
Tennessee. 

Mr. STENNIS. I really do not want to 
disturb the Senator's agreement or any
thing. We really had in mind a debate. 
The Senator from Texas was called from 
the Chamber for a minute, and I see he 
has returned. If he wants to say any
thing about it, I will yield to him. I am 
not inclined to try to disturb anything. 

Mr. BAKER. Mr. President, I thank 
the Senator from Mississippi and all 
Senators. I hope they will understand 
that it was certainly my view, and I be
lieve the view of the joint leadership, 
that in order to arrive at a time to have a 
final disposition of the budget :resolutfon 
it was necessary to proceed in this way. 

Mr. STENNIS. That is entirely all 
right. But it will be at 11 o'clock when we 
go back on the military bill? 

Mr. BAKER. No. Under the request I 
have made, which I hope the Senate will 
permit and the Chair will grant, there
quest that I have made is that at 11 
o'clock we will leave the defense bill and 
proceed to the consideration of the 
Sasser amendment and immediately 
after the disposal of the Sasser amend
ment we will return to the consideration 
of the defense bill. 

Mr. STENNIS. I have no objection. 
Mr. TOWER. Mr. President, reserving 

the right to object, and I shall not ob-

ject, I just might note that the distin
guished majority leader has discussed 
this with me and it is perfectly accepta
ble to the manager of the bill. 

Mr. BAKER. Mr. President, I thank 
the distinguished chairman. I apologize 
to the Senator from Mississippi for not 
discussing this matter with him but, as 
he knows, things were in something of a 
turmoil at the time we concluded con
sideration of the budget resolution. 

Mr. STENNIS. I thought the Senator 
did the right thing. 

Mr. BAKER. I thank the Senator. 
<Later the following occurred: ) 
Mr. TOWER. Mr. President, if I may 

have the attention of the distinguished 
majority and minority leaders, it is the 
intention of Senator LEVIN tonight to lay 
down an amendment concerning the MX 
missile so that it will be the pending 
business tomorrow morning. He has some 
difflculty with the consent request to per
mit Senator SASSER to intervene at 11 
o'clock. Is there any possibility that that 
unanimous-consent request could be re
considered and postponed until noon? 

Mr. BAKER. Mr. President, I certainly 
have no objection to that. I do not know 
whether the Senator from Tennessee is 
still here or not. I know he intended to 
be here at 11 o'clock. I think it might be 
safe to assume that he would be here at 
12:30. 

For my part, Mr. President, I am will
ing to make that modification, if the 
distinguished minority leader will 
concur. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I have no objection. I wonder if 
the distinguished majority leader would 
condition it on the approval of Mr. SAs
SER. 

Mr. BAKER. Yes. 
Mr. ROBERT C. BYRD. I have no rea

son to believe he will not be here, but I 
would like to protect him in that regard. 

Mr. BAKER. I thank the minority 
leader. 

Mr. President, I ask unanimous con
sent that the order previously entered to 
turn to the consideration of the Sasser 
amendment at 11 o'clock be changed to 
provide for iU:i consideration at 12:30 on 
the same terms and conditions as previ
ously described, and that that order be 
subject to revocation upon the objection 
hereafter by the distinguished Senator 
from Tennessee. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ORDER OF PROCEDURE 
Mr. BAKER. Mr. President, might I 

inquire of the distinguished minority 
leader and the managers of the defense 
bill, there is one other measure that 
might be dealt with tonight that would 
take just a brief moment, I believe, and 
that is a resolution to be offered by the 
distinguished Senator from New York 
<Mr. D'AMATO), which has been cleared. 
I am prepared to do that now or we can 
wait until we do calendar work later in 
the evening. 

Could I ask the distinguished Senator 
from New York how long it would take 
to present his resolution? 

Mr. D'AMATO. No longer than 2 min
utes. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, that resolution has been cleared 
on this side of the aisle, with the under
standing that there will be no amend
ments offered. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Senate now 
proceed to the considerat~on of a resolu
tion offered by the distinguished jun
ior Senator from New York, that no 
amendments be in order, and that the 
time for the consideration of the resolu
tion be limited to 2 minutes, equally 
divided. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

I might state that it is the Chair's 
understanding that the whole agree
ment the majority leader has asked for 
concerning the proceedings tomorrow 
has been agreed to. 

Mr. BAKER. I thank the Chair. 
The PRESIDING OFFICER. The Sen

ator from New York. 

SENATE RESOLUTION 131-THE IM-
PRISONMENT OF ANATOLY 
SHCHARANSKY 

Mr. D'AMATO. Mr. President, I send a 
resolution to the desk and ask for its im
mediate consideration. 

The PRESIDING OFFICER. The reso
lution will be stated by title. 

The legislative clerk read as follows: 
A resolution (S. Res. 131) relating to the 

imprisonment of Ana.toly Shcha.ra.nsky. 

The cosponsors of the resolution sub
mitted by Mr. D'AMATO are: Senators 
BAKER, DOLE, MATTINGLY, SPECTER, ARM
STRONG, HATCH, LAXALT, DoMENICI, HELMS, 
QUAYLE, BOSCHWITZ, GORTON, PACKWOOD, 
THURMOND, BENTSEN, JEPSEN, GRASSLEY, 
MURKOWSKI, BRADLEY, HUMPHREY, 
COHEN, NICKLES, HAYAKAWA, ZORINSKY, 
PROXMIRE, GOLDWATER, DIXON, ROBERT 
BYRD, SYMMS, LUGAR, JACKSON, ANDREWS, 
STEVENS, DANFORTH, PELL, WALLOP. 

Senators HEINZ, WEICKER, HARRY BYRD, 
SCHMITT, KASSEBAUM, HATFIELD, SIMPSON, 
MCCLURE, KASTEN, COCHRAN, LEVIN, 
LEAHY, SARBANES, DECONCINI, DoDD, 
MOYNIHAN, METZENBAUM, CRANSTON, 
BIDEN, PRESSLER, EAST, HAWKINS, GARN, 
TOWER, PERCY, RUDMAN, BOREN, ABDNOR, 
NUNN, CHAFEE, WARNER, RIEGLE, SASSER, 
MATSUNAGA, RoTH, and STAFFORD. 

The Senate proceeded to consider the 
resolution. 

The PRESIDING OFFICER. The Sen
ator from New York. 

Mr. D'AMATO. Mr. President, I am 
submitting today, along with many of my 
colleagues, a resolution that has great 
humanitarian significance. It is most sig
n1ficant, because as I speak, Anatoly 
Shcharansky is dying in a Soviet prison. 

Anato1y Shcharansky has been im
prisoned in violation of the Helsinki ac
cord-a document for which he fought 
in his homeland-a fight which has cost 
him freedom. 

Five years ago, Anatolv Shcharansky 
and 10 others formed what was known 
as the first "public grouu to promote ob
servance of the Helsinki agrements." Mr. 
Shcharansky and his comrades worked 
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to make the world , aware of human 
rights violations. Their published reports 
angered the very officials in the Soviet 
Government who signed the Helsinki 
agreements. Anatoly Shcharansky has 
become the victim of his own govern
ment's hypocricy. 

On July 14, 1978, Mr. Shcharansky was 
sentenced to 13 years in a Soviet labor 
camp. He remains there today. He is in 
poor health. His wife, Mrs. A vital Shcha
ransky, who I met with Sunday, tells me 
he is dying. 

Mr. President, I implore you and my 
colleagues to protest this senseless and 
unjustified violation of one man's free
dom. We must rea:tnrm our commitment 
to those basic freedoms on which the 
Helsinki accords rest-the right of the 
individual, the right of human dignity, 
the right to individual freedom. All of 
these are being denied Anatoly Shcha
ransky, injuring his good health. 

I am calling on the Soviet Union to 
end the enslavement of Anatoly Shcha
ransky. He has su1fered too long for a 
crime he did not commit. The crime, ac
cording to the Soviet authorities, was 
treason. If Anatoly Shcharansky be
trayed anything, it was the Soviet 
Union's determined e1fort to quash all 
public dissent, to lower human dignity 
and freedom to the lowest denominator. 

Anatoly Shcharansky must be set free 
and allowed to emigrate to Israel. I am 
calling on the Secretary of State and the 
U.S. Delegation to the current Madrid 
Conference on Security and Cooperation 
in Europe to express in the strongest 
possible terms that the United States 
is opposed to the imprisonment of Ana
toly Shcharansky. This message shall be 
transmitted by the Secretary of State 
to the Soviet Ambassador to the United 
States and the Chairman of the Soviet 
Union's Presidium. 

It is a message of freedom; the kind 
of message which Anatoly Shc'haransky 
lived and fought for and eventually was 
sent to prison for. I hope this message 
will also set him free. 

The PRESIDING OFFICER. T'he ques
tion is on agreeing to the resolution. 

The resolution <S. Res. 131> was 
agreed to. 

The preamble was agreed to. 
The resolution, with its preamble, 

reads as follows: 
Resolved, Whereas, the final act of the 

Conference on Security and Cooperation ln 
Europe commits its 35 signatories to respect 
human rights and fundamental freedoms; 

Whereas, the Soviet Union is signatory to 
this Act; 

Whereas, Anatoly Shcharansky has been 
Imprisoned ln violation of this Act; 

Whereas, Mr. Shcharansky's health has now 
deteriorated to the point where his llfe is 
threatened, as a result of the actions of 
Soviet omcials, and 

Whereas, humanitarian interests and the 
provisions of the final act require that Soviet 
authorities cease their continued incarcera
tion and inhumane treatment of Mr. 
Shcharansky: Now, therefore, be it 

Resolved, That lt is the sense of the Sen
ate that: 

Section I-Anatoly Shcharansky be re
leased from prison and be given proper med
ical treatment and be permitted to emigrate 
to Israel, 

Section II-The Senate urges the President, 
the Secretary of State and the United States 
Delegation to the Current Madrid Conference 

on Security and Cooperation in Europe meet
ing to continue to express at every suitable 
opportunity and in the strongest terms the 
opposition of the United States to the im
prisonment of Anatoly Shcharansky, 

Section III-The Secretary of the Senate 
shall transmit copies of this resolution to the 
Soviet Ambassador to the United States and 
to the Chairman of the Presidium of the 
Supreme Soviet of the Union of Soviet So
cialist Republics. 

ORDER OF PROOEDURE 
(The following proceedings occurred 

later and are printed at this point in 
the RECORD by unanimous consent:) 

Mr. BAKER. Mr. President, I would 
like to take up the calendar now. 

Might I ask the distinguished minority 
leader if he is prepared to proceed to 
the consideration of any items on the 
Executive Calendar, and I particularly 
invite his attention to Calendar No. 137, 
the nomination of Gerald P. Carmen, of 
New Hampshire, to be Administrator of 
General Services. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, there is no objection on this side 
to the consideration of that nomination. 

EXECUTIVE SESSION 
Mr. BAKER. Mr. President, I ask 

unanimous consent that the Senate now 
go into executive session for the purpose 
of considering the nomination of Gerald 
P. Carmen, of New Hampshire, to be Ad
ministrator of General Services. 

The PRESIDING OFFICER. Without 
objection. it is so ordered. 

GENERAL SERVICES 
ADMINISTRATION 

The PRESIDING OFFICER. The 
nomination will be stated. 

The assistant legislative clerk read 
the nomination of Gerald P. Carmen, of 
New Hampshire, to be Administrator of 
General Services. 

The PRESIDING OFFIC'ER. Without 
objection, the nomination is confirmed. 

Mr. BAKER. Mr. President, I move to 
reconsider the vote by which the nomi
nation was confirmed. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I move to lay that motion on the 
table. 

T'he motion to lay on the table was 
agreed to. 

Mr. BAKER. Mr. President, I ask that 
the Presidel)t be immediatelv notified. 

T'he PRESIDING OFFICER. Without 
objection, it is so ordered. 

LEGISLATIVE SESSION 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Senate re
turn to legislative session. 

T'he PRESIDING OFFICER. Without 
objection, it is so ordered. 

THE CALENDAR 
Mr. BAKER. Mr. President, I inauire 

of the m1noritv lea.dE>r if there are items 
on the General Order calendar which 
mi!!ht be dealt with at this time. 

Mr. ROBERT C. BYRD. Mr. President, 
in response to the question by the dis-

tinguished majority leader, there is no 
objection to proceeding to the consid
erat~on of Calendar Order Nos. 68, 69, 
70, 71, 77, and 86. There is no objection 
to doing those items en bloc. if the ma
jority leader would like to do so. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the items iden
tified by the minority leader may be 
considered en bloc. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ADVANCE PAYMENTS FOR COM
PUTER PROGRAMING SERVICES 
The blll <S. 1124) to authorize the 

Sergeant at Arms and Doorkeeper of the 
Senate, subject to the approval of the 
Committee on Rules and Administra
tion, to enter into contracts which pro
vide for the making of advance pay
ments for computer programing services, 
was announced as next in order, was 
considered, ordered to be engrossed for 
a third reading, read the third time, and 
passed, as follows: 

s. 1124 
Be it enacted by the Senate and House 

of Representatives of the United States of 
America in Congress assembletl, Th81t not
withstanding any other provision of law, 
the Sergeant at Arms and Doorkeeper of 
the Senate, subject to the approval of the 
Committee on Rules and Administration, is 
hereafter authorized to enter into contracts 

1 which provide for the making of ad
vance payments for computer program
ming services. 

PRINTING OF ADDITIONAL COPIES 
OF PART 1 OF THE REPORT EN
TITLED ''DEVELOPMENTS IN AG
ING, 1980" 

The resolution <S. Res. 93) authoriz
ing the printing of additional copies of 
part 1 of the Senate report entitled "De
velopments in Aging, 1980,'' was consid
ered and agreed to, as follows: 

s. REs. 93 
Resolved, That there shall be printed for 

the use of the Special Committee on Aging 
the maximum number of copies of part 1 
of its annual report to the Senate, entitled 
"Developments in Aging: 1980", which may 
be printed at a cost not to exceed $1,200. 

PRINTING OF ADDITIONAL COPIES 
OF A DOCUMENT FOR USE OF THE 
COMMITTEE ON FINANCE 
The resolution (S. Res. 26) authoriz

ing the printing of extra copies of a doc
ument for use of the Committee on Fi
nance, was considered and agreed to, as 
follows: 

S. REs. 26 
Resolved, That a compllatlon of materials 

relating to the history of the Committee on 
Finance be printed, with 1llustrations, as a 
Senate document, and that there be printed 
such additional copies not to exceed $1,200 
in cost of such document for the use of the 
comrmi ttee. 

PRINTING OF A REVISED EDITION 
OF THE STANDING RULES OF 
THE SENATE 
The re~olut.ion <S. Res. 122) author

izing the printing of a revised edition of 
the "Standing Rules of the Senate" as 
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a Senate document, was considered and 
agreed to, as follows: 

S. RES. 122 
.Resolved, Tha.t the Committee on Rules 

and Administration he·reby is directed to pre
pare a revised edition of Senate Document 
Numbered 96-46, entitled "Standing Rules 
of the Senate", and that such standing rules 
shall be printed as a Senate document. 

SEc. 2. There shall be printed two thousand 
five hundred additional copies of the docu
ment specified in section 1 of this resolu
tion for the use of the Committee on Rules 
and Administration. 

AUTHORIZATION FOR YOUTH EM
PLOYMENT AND DEMONSTRATION 
PROGRAMS 
The bill <S. 1070) to extend the au

thorization for youth employment and 
demonstration programs, and for other 
purpose:;, was considered, ordered to be 
engrossed for a third reading, read the 
third time, and passed, as follows: 

s. 1070 
Be it enacted by the Senate and House 

of .Representatives of the United States of 
America in Congress assembled, That this 
Act may be cited as the "Youth Employment 
Demonstration Amendments of 1981". 

SEc. 2. Section 112(a) (4) of the Compre
hensive Employment and Training Act is 
amended by Bidding at the end thereof the 
following new subparagraph: 

"(D) There are authorized to be appropri
ated such sums as may be necessary for the 
fiscal year 1982 to carry out part A of title 
IV.". 

SEc. 3. Section 441 of the Comprehensive 
Employment and Training Act is repealed. 

SENIOR CENTER WEEK 
The joint resolution <S.J. Res. 79) to 

designate the second week in May begin
ning with Mother's Day, May 10, 1981, as 
"Senior Center Week," was considered, 
ordered to be engrossed for a third read
ing, read the third time, and passed, as 
follows: 

S.J. REs. 79 
Whereas local communities support over 

eight thousand senior centers and there is 
hardly a city or town without one: 

Whereas senior centers amrm the dignity, 
self-worth, and independence of older per
sons by facilitating their decisions and ac
tion, tapping their experiences, sk1lls, and 
knowledge, and enabling their continued 
contribution to the community; 

Whereas, as encouraged and supported by 
the Older Americans Act, senior centers func
tion as service delivery focal points, helping 
older persons to help themselves -and each 
other, and offering service or access to com
munity services as needed; 

Whereas the month of May has histori
cally been proclaimed Older Americans 
Month, and communities across the country 
are giving special recognition to older per
sons and the role of senior centers in serving 
them: Now, therefore. be it 

.Resolved by the Senate and House of .Rep
resentatives of the United States of America 
in Congress assembled, That the second week 
in May, beginning with Mother's Day, May 
10, 1981, is designated as "Senior center 
Week" and the President is requested to in
clude this designation of Senior center week 
as part of the proclamation he issues for 
Older Americans Month, ca111ng upon the 
people of the United States to honor older 
Americans and these local organizations that 
bring together activities and services !or their 
benefit. 

Mr. BAKER. Mr. President, I move to 
reconsider the vote by which the bills 
were passed and the resolutions were 
agreed to . 

Mr. ROBERT C. BYRD. Mr. President, 
I move to lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. ROBERT C. BYRD. Mr. President, 
I have a question of the distinguished 
majority leader. Just recently the Senate 
entered an order, at my request, that cer
tain portions of the Budget Reform Act 
be included in a new printing together 
with the Standing Rules of the Senate. 
Calendar Order No. 71 requests the 
printing of a revised edition of "Stand
ing Rules of the Senate" as a Senate 
document. I take it that the provisions 
from the Budget Reform Act will be in
cluded in that new printing. 

Mr. BAKER. Mr. President, I might say 
to the dist:nguished minority leader that 
it is my understanding that that material 
will be included in this printing. 

Mr. ROBERT C. BYRD. Mr. President, 
I thank the majority leader. 

ORDER TO INDEFINITELY 
POSTPONE S. 648 

Mr. BAKER. Mr. President, could I 
ask the minority leader if he is in posi
tion to dispose of Calendar Order No. 59, 
S. 648, that it be indefinitely postponed. 

Mr. ROBERT C. BYRD. There is no 
objection on this side. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that Calendar Order 
No. 59, S. 648, be indeftnite~y postponed. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Mr. President, I thank 
the minority leader and all Senators. I 
especially thank the Senator from Texas 
and the Senator from Mississippi for per
mitting me to take care of these house
keeping details. 

MILITARY PROCUREMENT 
AUTHORIZATION 

The PRESIDING OFFICER. Under the 
previous order, the Senate will now 
proceed to the consideration of S. 815, 
which the clerk will state by title. 

The assistant legislative clerk read as 
follows: 

A bill (S. 815) to authorize appropriations 
for fiscal year 1982 for procurement of air
craft, missiles, naval vessels, tracked combat 
vehicles, torpedoes, and other weapons, for 
research, development, test, and evaluation, 
and for operation and maintenance for the 
Armed Forces, to prescribe the authorized 
personnel strength !or each active duty com
ponent of the Armed Forces and for civilian 
personnel of the Department of Defense, to 
authorize the m111tary training student 
loads, and for other purposes. 

The Senate proceeded to consider the 
bill which had been reported from the 
Committee on Armed Services with an 
amendment to strike out all after the 
enacting clause, and insert the following: 
That this Act may be cited as the "Depart
ment of Defense Authorization Act of 1982". 

TITLE I-PROCUREMENT 
AUTHORIZATION OF APPROPRIATIONS 

SEc. 101. Funds are hereby authorized to 
be appropriated !or fiscal year 1982 for the 

use of the Armed Forces of the United States 
for procurement of aircraft, missiles, naval 
vessels, tracked combat vehicles, torpedoes, 
and other weapons, as authorized by law, in 
amounts as follows: 

Aircraft 
For aircraft: for the Army, $1,836,700,000; 

for the Navy and the Marine Corps, $9,331,-
700,000; for the Air Force, $15,070,798,000. 

Missiles 
For missiles: for the Army, $2,469,100,000; 

the Navy, $2,555,000,000; for the Marine 
Corps, $223,024,000; for the Air Force, $4,-
718,746,000. 

Naval Vessels 
For naval vessels: for the Navy, $10,118,-

600,000. 
Tracked Combat Vehicles 

For tracked combat vehicles: for the 
Army, $3,537,300,000; for the Marine Corps, 
$281 '739 ,000. 

Torpedoes 
For torpedoes and related support equip

ment: for the Navy, $516,600,000. 

Other Weapons 
For other weapons: for the Army, $655,-

400,000; for the Navy, $200,200,000; for the 
Marine Corps, $136,344,000: for the Air Force. 
$3.04'1.000. 

Army National GuA.rd Equipment 
For tracked combat vehicles and other 

weapons: for the Army National Guard, 
$50,000,000, which amount shall be in addi
tion to any other funds authorized to be ap
propriated by this or any other Act. 

COMPANION TRAINER AIRCRAFT PROGRAM 

SEc. 102. None o! the funds authorized to 
be appropriated by this title may be obli
gated or expended for advanced procurement 
related to the Companion Trainer Aircraft 
program until a contractor has been selected 
by the Air Force for the construction of such 
aircraft and 60 days have elapsed after the 
date on which the Secretary of the Air Force 
has notified the Committees on Armed Serv
ices of the Senate and the House of Repre
sentatives of the name of the contractor 
selected. 

SEALIFT FUNDS 

SEc. 103. Of the funds made available 
during fiscal year 1981 for the procurement 
of sealift vessels, the sum of $53,000,000 shall 
be available and expended for advance pro
curement items for the Maritime Preposi
tioning Ship (TAKX). None of the funds 
made available during fiscal year 1981 for 
the procurement of sealift vessels may be 
obligated or expended after the date of the 
enactment of this Act for the modification 
of any Fast Logistics Ship (T-AKRX) that 
does not include a roll-on/roll-off (RO/RO) 
capab111ty. 

XM-1 MAIN BATTLE TANK 

SEc. 104. Of the total amount authorized 
to be appropriated in this title for the XM-
1 Tank, the sum of $577,200,000 may not be 
obligated or expended until the Secretary of 
Defense certifies in writing to the Commit
tees on Armed Services of the Senate and the 
House of Representatives that (1) the dur
ab111ty performance results of the RAM-D 
testing program for such tank do not pre
sent art unacceptable level of risk in terms of 
satisfying the Army's ol;)erational mission re
quirements, and (2) such results support the 
procurement of such tanks in a number 
greater than 569. 

FIGHTING VEHICLE SYSTEM 

SEc. 105. Of the funds authorized to be ap
propriated in this title for tracked combat 
venicles, $50,000,000 shall be available only 
for the purooae of providing a second source 
for tbe manufacture and assembly of the 
Fighting Vehicle System. No business entity 
in which the prime contractor for the Fight
ing Vehicle System has an ownership interest 
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shall be eligible as a second source contractor 
for such system. 

LIGHT ARMORED VEHICLES 

SEc. 106. Of the funds authorized to be ap
propriated in this title for tracl<:ed combat 
vehicles, the sum of $36,200,000 shall be 
available only for the procurement of Light 
Armored Vehicles for the Marine Corps. '1he 
Secretary of the Navy shall be responsible for 
management and direction of the program 
for the procurement of such vehicles. 
AUTHORIZATION OF APPROPRIATIONS FOR CON· 

TRIBUTION TO AIRBORNE WARNING AND CON· 

TROL SYSTEM (AWACS) FOR NATO 

SEc. 107. Of the funds authorized to be ap
propriated in this title for aircraft for the 
Air Force, the sum of $358,200,000 shall be 
available only for contribution by the United 
States as its share of the cost for such fiscal 
year of acquisition by the North Atlantic 
Treaty Organization of the Airborne Warning 
and Control System (AWACS). 
CERTAIN AUTHORITY PROVIDED SECRETARY OF 

DEFENSE IN CONNECTION WITH THE NATO 
AIRBORNE WARNING AND CONTROL SYSTEM 
(AWACS) PROGRAM 

SEc. 108. (a) During fiscal year 1982, the 
Secretary of Defense, in carrying out the 
Multilateral Memorandum of Understanding 
Between the North Atlantic Treaty Organi
zation (NATO) Ministers of Defence on the 
NATO E-3A Cooperative Programme, signed 
by the Secretary of Defense on December 6, 
1978, may-

(1) waive reimbursement for the cost of 
the following functions performed by per
sonnel other than personnel employed in the 
United States Air Force Airborne Warning 
and Control System (AWACS) program 
office: 

(A) auditing; 
(B) quality assurance; 
(C) codification; 
(D) inspection; 
(E) contract administration; 
(F) acceptance testing; 
(G) certification services; and 
(H) planning, programming, and manage

ment services; 
(2) waive any surcharge for administra

tive services otherwise chargeable; and 
(3) in connection with the NATO E-3A 

Cooperative Programme for fiscal year 1982, 
assume contingent Uabillty for-

(A) program losses resulting from the 
gross negligence of any contracting officer 
of the United States; 

(B) identifiable taxes, customs duties. and 
other charges levied within the United States 
on the program; and 

(C) the United States share of the un
funded termination Iiab111ty. 

(b) Authority under this section to enter 
into contracts shall be effective for any fiscal 
year only to such extent or in such amounts 
as are provided in appropriation Acts. 
TITLE IT-RESEARCH, DEVELOPMENT, 

TEST, AND EVALUATION 
AUTHORIZATION OF APPROPRIATIONS 

SEc. 201. (a) Funds are hereby authorized 
to be appropriated for fiscal year 1982 for 
the use of the Armed Forces of the United 
States for research, development, test, and 
evaluation, as authorized by law, in amounts 
as follows: 

For the Army, $3.893,100,000; for the Navy 
(including the Marine Corps), $6,155,001,000; 
for ·the Air Force, $9,1 30,100,000; for the De
fense Agencies, $1.935.!HW.OOO, of which $53,-
000,000 is authorized for the activities of the 
Director of Test and Evaluation, Defense. 

(b) In addition to the funds authorized 
to be appropriated in subsection (a), there 
are authorized to be appropriated for fiscal 
year 1982, such additional sums as may be 
necessary for increases in salary, pay, retire
ment, and other employee benefits author
ized by law for civlUan employees of the 

Department of Defense whose compensation 
is provided for by funds authorized to be 
appropriated in this title. 

STANDOFF TARGET ACQUISITION SYSTEM 

SEc. 202. (a) The Secretary of the Army 
shall submit to the Committees on Armed 
SerYices of the Senate ai1d the House of Rep
resentatives a report not later than Decem
ber 15, 1981, containing a comprehensive 
evaluation of reasonable alternatives to the 
Standoff Target Acquisition System. 

(b) Not more than '$20,000,000 of the funds 
authorized to be appropriated by this title 
may be used to conduct any research, devel
opment, testing, or evaluation of the Stand
o!f Target Acquisition System until after 
the Secretary of the Army has submitted to 
the Committees on Armed Services of the 
Senate and the House of Representatives the 
report required under subsection (a). 

LIGHTWEIGHT ARMORED VEHICLES 

SEc. 203. The Congress finds that, because 
of the urgency of the need for lightweight 
armored vehicles, it would be in the best 
interest of the United States to give full 
responsibility for the development of such 
vehicles to one military department. Accord
ingly, the Secretary of the Navy shall as
sume, at the earliest practicable date as de
termined by him, full responsibility of the 
program for the development of lightweight 
armored vehicles for use by the ground com
bat forces of the United States. 

LIGHT AmCRAFT CARRIER DESIGN 

SEc. 2.04. Of the amount authorized to be 
appropriated in this title for the Najvy, not 
more than $55,100,000 is authorized for Ship 
De velopment (Engineering). However, none 
of the funds authorized to be appropriated 
in this title for the Navy may be obligated 
or expended for Ship Development (Engineer
ing) until the Secretary of the Navy sub
mits to the Committees on Armed Services 
and Appropriations of the Senate and the 
House of Representatives a written report de
scribing the Navy's most feasible ship designs 
for a light aircraft carrier, and most realistic 
construction program for such aircraft car
rier, in sufficient detail to permit the au
thorization of funds in fiscal year 1983 for 
the development and construction of such a 
carrier should the Congress elect to authorize 
funds for such purpose. 

DIESEL-ELECTRIC SUBMARINE DESIGN 

SEc. 205. Of the funds authorized to be ap
propriated for the Navy in this title, not more 
than $40,953,000 is authorized for Ships, Sub
marines, and Boats Technolozy. However, 
none of the funds authorized to be appro
priated in this title may be obligated or ex
pended for Shins, Submarines, and Boats 
Technology until the Secretary of the Navy 
submits to the Committees on Armed Serv
ices of the Senate and the House of Repre
sentatives the written report concerning ex
isting diesel-electric submarine designs 
which was requested by the Committee on 
Armed Services of the Senate in Senate Re
port Number 96-826. 

MX MISSILE AND BASING MODE 

SEc. 206. (a) None of the funds authorized 
to be appropriated by this title may be ob
ligated or expended for the full-scale engi·
neering development of an operational bas
ing mode for the MX missile until-

(1) the President has submitted a written 
report to the Congress containing his de
cisions on the MX missile and basing de
velopment, procurement, and construction 
program which specifically describes the pro
posed basing mode for such missile; 

(2) the Secretary of Defense has sub
mitted to the Committees on Armed Services 
of the Senate and the House of Representa
tives a report in writing (A) justifying the 
decisions of the President referred to in 
clause (1), and (B) a. comparison and eval-

uation of alternative programs to the pro
gram decided upon by the President; and 

(3) sixty days have elapsed after the day 
on which the !-'resilient's report has been re
ceived qy the Congre:;;s and during which the 
Senate and the Hou:;e of Representatives 
have not agreed to resolutions of their re
spective Houses expressing disapproval of 
the President's decision. 

(b) .For the purposes of this section, the 
term "resolution" means only a. resolution 
of either House of Congress, the matter after 
the resolving clause of which is as follows: 
"That the does not favor the de
cisions of the President regarding the basing 
mode for the MX missile submitted to the 
Congress on ", the first blank space 
therein being filled with the name of the 
resolving House and the second blank space 
therein being filled with the date on which 
the report of the President described in 
subsection (a) (1} was received by the Con
gress. 

(c) A resolution in the Senate shall be 
referred to the Committee on Armed Serv
ices of the Senate. A resolution in the House 
of Representatives shall be referred to the 
Committee on Armed Services of the House 
of Representatives. 

(d) If the committee to which a resolu
tion has been referred has not reported it at 
the end of seven calendar days after its 
introduction, it is in order to move either 
to discharge the committee from further 
consideration of the resolution or to dis
charge the committee from further consider
ation of any other resolution which has 
been referred to the committee. 

(e) A motion to discharge may be made 
only by an individual favoring the resolu
tion, is highly privileged (except that it may 
not be made after the committee has re
ported a resolution), and debate thereon 
shall be limited to not more than one hour, 
to be divided equally between those favoring 
and those opposing the resolution. An 
amendment to the motion is not in order, 
and it is not in order to move to reconsider 
the vote by which the motion is agreed to 
or 0isa~reed to. 

(!) If the motion to discharge is agreed to 
or disagreed to, the motion may not be re
newed, nor may another motion to discharge 
the committee be made with respect to any 
other resolution. 

(g) When the committee has reported, or 
has been dischar!!ed from further considera
tion o!, a resolution, it is at any time there
after in order (even though a previous mo
tion to the same effect has been disagreed 
to) to move to proceed to the consideration 
of the resolution. The motion is highly priv
ileged and is not debatable. The motion is 
not subject to amendment, or to a motion 
to postpone, or a motion to proceed to the 
consideration of other business. A motion 
to reconsider the vote by which the motion 
is agreed to or disagreed to shall not be in 
order. 

(h) (1) Debate on the resolution shall be 
limited to not more than ten hours, which 
shall be divided equally between those favor
ing and those opposing the resolution. A 
motion further to limit debate is not debat
able. An amendment to, or motion to re
commit, the resolution is not in order. A 
motion to reconsider the vote by which the 
resolution is agreed to or disagreed to is not 
in order. 

(2) Motions to postpone, made with re
suect to t.he discharge from committee or 
the consideration o! a resolution, and mo
tions to proceed to the consideration of other 
business, shall be decided without debate. 

(3) Appeals from the decisions of the Ohair 
relating to the application of the rules of 
the Senate or the House of Representatives, 
as the case may be. to the procedure relat
ing to a resolution shall be decided without 
debate. 
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(1) Whenever the President transmits 
copies of the report referred to in subsection 
(a) ( 1) to the Congress, a copy of such report 
shall be delivered to each House of Congress 
on the same day and shall be delivered to the 
Clerk of the House of Representatives if the 
House is not in session and to the Secretary 
of the Senate if the Senate is not in session. 

(j) Subsections (c) through (1) are en
acted by the Congress-

( 1) as an exercise of the rulemaking power 
of the Senate and the House of Representa
tives. respectively, and as such they a.re 
deemed a part of the rules of each House, 
respectively, but applicable only with re
spect to the procedure to be followed in 
that House in the case of resolutions de
scribed in subsection (b), and they super
sede other rules only to the extent that they 
are inconsistent therewith; and 

(2) with full recognition of the constitu
tional right of either House to change the 
rules (so far as relating to the procedures of 
that House) at any time, in the same manner 
and to the same extent as in the case of any 
other rule of that House. 

TITLE III-OPERATION AND MAINTE
NANCE 

AUTHORIZATION OF APPROPRIATIONS 

SEc. 301. (a) Funds are hereby authorized 
to be appropriated f01· fiscal yeal· 1982 for the 
use of the Armed Forces of the United States 
(other than the Goa<>t Guard) and for other 
activities and agencies of the Department of 
Defense, for operation and maintenance pur
poses, as authorized by law, in amounts as 
follows: 

(1) For the Army (including t.he Army Re
serve and the Army National Guard), $17,-
490,300,000. 

(2) For the Navy and the Marine Corps 
(including the Naval Reserve and the Marine 
Corps Reserve), $21,929,949,000. 

(3) For the Air Force (including the Air 
Force Reserve a.nd the Air National Guard), 
$19,274,420,000. 

(4) For the defense agencies and other 
activities of the Department of Defense, $4,-
881,551,000. 

(b) In addition to the funds authorized to 
be appropriated in subsection (a), there are 
authorized to be appropriated for :fiscal year 
1982 such addftional sums as may be neces
sary ( 1) for increases in salary, pay, retire
ment, and other employee benefits author
ized by law for civil1an employees of the De
partment of Defense whose compensation is 
provided for by funds authorized to be ap
propriated by this tltle, and (2) for un
budgeted increases in fuel costs and for in
creases as the result of inflation in the cost 
of activities authorized by this title. 

TITLE IV-ACTIVE FORCES 
AUTHORIZATION OF END STRENGTHS 

SEc. 401. The Armed Forces arc authorized 
strengths for active duty personnel as of 
September 30, 1982, O$ follows: 

{1) The Army, 785,800. 
(2) The Navy, 554,300. 
{3) The Marine Corps. 192,100. 
( 4) The Air Force, 582,400. 

LIMITATION ON NUMBER OF NON-HIGH SCHOOL 
GRADUATES WITH NO PRIOR MILITARY SERVICE 
THAT MAY BE ENLISTEJ) OR INDUCTED INTO THE 
ARMED FORCES DURING FISCAL YEAR 1982 

SEc. 402. Section 302(a) of the Department 
of Defense Authorization Act, 1981 (Public 
Law 96-342; 10 U.S.C. 520 note) is amended 
by striking out "October 1, 1980'. and "Sep
tember 30, 1981" and Inserting in lieu thereof 
"October 1, 1981" and "Septemebr 30, 1982", 
respect! vely. 

TITLE V-RESERVE FORCES 
AUTHORIZATION OF AVERAGE STRENGTHS 

SEc. 501. (a) For fiscal year 1982, the Se
lected Reserve of the reserve components of 
the Armed Forces shall be programed to at-

tain average strengths of not less than the 
following: 

(1) The Army National Guard of the 
United States, 392,800. 

(2) The Army Reserve, 235,300. 
(3) The Naval Reserve, 87,600. 
(4) The Marine Corps Reserve, 37,600. 
(5) The Air National Guard of the United 

States, 98,600. 
(6) The Air Force Reserve, 62,800. 
(7) The Coast Guard Reserve, 11,700. 
{b) Within the average strengths pre

scribed in subsection (18.), the reserve compo
nents of the Armed Forces are authorized, as 
of September 30, 1982, the following number 
of reserve component members to be serving 
on full-time active duty for the purpose of 
organizing, administering, recruiting, in
structing, or training the reserve compo
nents: 

( 1) The Army National Guard of the 
United States, 11,439. 

(2) The Army Reserve, 6,285. 
(3) The Naval Reserve 208. 
(4) The Marine Corps Reserve, 447. 
(5) The Air National Guard of the United 

States, 3,312. 
(6) The Air Force Reserve, 701. 
(c) The average strength prescribed by 

subsection (a) for the Selected Reserve of 
any reserve component shall be proportion
ately reduced by ( 1) the total authorized 
strength of units organized to serve as units 
of the Selected Reserve of such component 
which are on active duty (other than for 
training) at any time during the fiscal year, 
and (2) the total number of individual mem
bers not in units organized to serve as units 
of the Selected Reserve of such component 
who are on active duty (other than for train
ing or for unsatic:.factory participation in 
training) without their consent at any time 
during the fiscal year. Whenever such units 
or such individual members are released from 
active duty during any fiscal year, the aver
age strength prescrioed for such fiscal year 
for the Selected Reserve of such reserve com
ponent shall be proportionately increased by 
the total authorized strengrth of such units 
and by the total number of such individual 
members. 

(d) Upon a determination by the Secretary 
of Defense that such action is in the national 
interest, the authorizations prescribed in 
subsection (b) may be increased by not more 
than 5 percent. 
INCREASE IN NUMBERS OF CERTAIN PERSONNEL 

ON ACTIVE DUTY IN SUPPORT OF THE RESERVE 
COMPONENTS 

SEc. 502. (a) Effective only for the peroid 
beginning October 1, 1981, and ending Sep
tem'ber 30, 1982, the taole in section 517 (b) 
of title 10, United States Code, relating to the 
number of enlisted personnel in grades E-8 
and E-9 who may be on active duty in sup
port of the re<>erve components, is amended 
to read as follows: 

Marine 
"Grade Army Navy Air Force Corps 

E-9 __ ----- ______ 222 146 76 4 
E-8 __ ----------- 908 319 307 12". 

(b) Effective only for the period beginning 
October 1, 1981, and ending September 30, 
1982, section fi24(a) of title 10, United States 
Code, relating to the number of reserve Of
ficers in certain grades which maY' be on 
active duty in support of the reserve com
ponents, is amended-

(1) by striking out the column of :figure3 
under the heading "Army" and inserting in 
lieu thereof the following: 

and 

"Army 

1, 105 
551 
171". 

(2) by striking out the column of :figures 
under the heading "Air Force" and inserting 
in lieu thereof the following: 

"Air 
Force 

189 
194 
147". 

TITLE VI-CIVILIAN PERSONNEL 
AUTHORIZATION OF END STRENGTHS 

SEc. 601. (a) (1) The Department of De
fense is authorized a strength in civ111an 
personnel, as of September 30, 1982, as fol
lows: 

(A) The Department of the Army, 381,200. 
(B) The Department of the Navy, includ

ing the Marine Corps, 312,600. 
(C) The Department of the Air Force, 

249,000. 
(D) Activities and agencies of the De

partment of Defense (other than the m111-
tary departments), 81,400. 

(2) (A) Of the 21,300 increase in civllian 
personnel for the Army authorized by par
agraph ( 1), the Secretary of the Army shall 
use not less than 16,800 civ111an personnel to 
relieve mil1tary personnel for the perform
ance of other duties. Not more than 5,000 
of such 16,800 personnel may be indirect 
hires. 

(B) The Secretary of the Army shall sub
mit a written report to the Committees on 
Armed Services of the Senate and the House 
of Representatives not later than September 
30, 1981, specifying how the 16,800 increase 
in civ111an personnel referred to in subpara
graph (A) is to be uti11zed. The Secretary 
shall also indicate in such report (1) the 
extent to which such increase in civil1an 
personnel will be used to fill positions cur
rently occupied by noncommissioned officers, 
and (11) the number of such noncommis
sioned officers who will be returned to com
bat units by virtue of such increase in civ11-
ian personnel. 

(b) In computing the strength for civ111an 
personnel, there shall be included all direct
hire and indirect-hire civ111an personnel em
ployed to perform m111tary functions admin
istered by the Department of Defense (other 
than those performed by the National Se
curity Agency) whether employed on a full
time, part-time, or intermittent basis, but 
excluding .special employment categories for 
students and disadvantaged youth such as 
the stay-in-school campaign, the temporary 
summer aid program and the Federal junior 
fellowship program and personnel partici
pating in the worker-trainee opportunity 
program. Personnel employed under a part
time career employment program established 
under section 3402 of title 5, United States 
Code, shall be counted as prescribed by sec
tion 3404 of that title. Whenever a function, 
power, duty, or activity is transferred or as
signed to a department or agency of the De
partment of Defense from a department or 
agency outside of the Department of De
fense, or from another department or agency 
within the Department of Defense, the civ11-
1an personnel end strength authorized for 
such departments or agencies of the Depart
ment of Defense affected shall be adjusted 
to reflect any increases or decreases in c1v11-
ian personnel required as a result of such 
transfer or assignment. 

(c) When the Secretary of Defense deter
mines that such action is necessary in the 
national interest or if any conversion of 
oommercial and industrial type functions 
from performance by Department of Defense 
personnel to performance by private con
tractors which was anticipated to be made 
during fiscal year 1982 in the Budget of the 
President submitted for such fiscal year is 
not determined to be appropriate for such 
conversion under established administrative 
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criteria, the Secretary of Defense may au
thorize the employment of civilian person
nel in excess of the number authorized by 
subsection (a), but such additional number 
may not exceed 2 percent of the total num
ber of civilian personnel authorized for the 
Department of Defense by subsection (a). 
The Secretary of Defense shall promptly 
notify the Congress of any authorization to 
increase civilian personnel strength under 
this subsection. 
EXEMPTION FROM CERTAIN REPORTING REQUmE

MENTS APPLICABLE TO THE CONVERSION OF 
PERFORMANCE OF COMMERCIAL AND INDUS• 
TRIAL TYPE FUNCTIONS FROM DEPARTMENT OF 
DEFENSE PERSONNEL TO PRIVATE CONTRACTORS 

SEC. 602. Section 502 of the Department 
of Defense Authorization Act, 1981 (Public 
Law 96-342; 10 U.S.C. 2304 note) is 
amended-

(1) in subsection (a)-
(A) by striking out "that on October 1, 

1980, is being performed by" in the material 
preceding clause ( 1) and inserting in lieu 
thereof "that, on October 1, 1980, is being 
performed by fifty or more"; and 

(B) by striking out "if more than 50 em
ployees are involved," in paragraph (2) (D) 
(i); 

(2) by adding at the end thereof the 
following new subsection: 

"(d) In no case may any commercial or 
industrial type function being performed by 
Department of Defense personnel be modi
fied, reorganized, divided, or in any way 
changed for the purpose of exempting from 
the requirements of subsection (a) (2) the 
conversion of aU or any part of such func
tion to performance by a private contrac
tor."; and 

(3) by redesignating subsection (d) as 
subsection (e) . 

TITLE VII-MILITARY TRAINING 
STUDENT LOADS 

AUTHORIZATION OF TRAINING STUDENT LOADS 

SEc. 701. (a) For fiscal year 1982, the com
ponents of the Armed Forces are authorized 
average m111tary training student loads as 
follows: 

(1) The Army, 57,996. 
(2) The Navy, 65,133. 
(3) The Marine Corps, 18,311. 
(4) The Air Force, 46,389. 
(5) The Army National Guard of the 

United States, 7,467. 
( 6) The Army Reserve, 8,456. 
(7) The Naval Reserve, 1,041. 
(8) The Marine Corps, 2,835. 
(9) The Air National Guard of the United 

States, 2,804. 
(10) The Air Force Reserve, 1,405. 
(b) In addition to the number of average 

military training student loads authorized 
in subsection (a), the following components 
of the Armed Forces are authorized a m111-
tary training student load to be utmzed 
solely for one station unit training of not 
less than the following: 

(1) The Army, 17,732. 
(2) The Army National Guard of the 

United States, 7,070. 
(3) The Army Reserve, 2,374. 
(c) The average m111tary training student 

loads for the Army, the Navy, the Marine 
Corps, and the Air Force and the reserve 
components authorized in subsection (a) for 
fiscal year 1982 shall be adjusted consistent 
with the manpower strengths authorized in 
titles IV, V, and VI of this Act. Such adjust
ment shall be apportioned among the Army, 
the Navy, the Marine Corps, and the Air 
Force and the reserve components in such 
manner as the Secretary of Defense shall 
prescribe. 

TITLE VIII-ATTACK-RELATED CIVIL 
DEFENSE 

AUTHORIZATION OF APPROPRIATIONS 

SEc. 801. There is hereby authorized to be 
appropriated for fiscal year 1982 to carry out 

the provisions of the Federal Civil Defense 
Act of 1950 (50 u.s.c. App. 2251-2297) the 
sum of $126,842,000. 
INCREASE IN AMOUNT THAT MAY BE CONTRIB

UTED TO STATES FOR PERSONNEL AND ADMIN
ISTRATIVE EXPENSES 

SEc. 802. The third sentence of section 408 
of the Federal Civil Defense Act of 1950 (50 
U.S.C. App. 2260) is amended by striking out 
"$40,000,000" in the second proviso and in
serting in ileu thereof "$45,000,000". 

TITLE IX-GENERAL PROVISIONS 
LONG RANGE COMBAT AmCRAFT 

SEc. 901. (a) None of the funds authorized 
to be appropriated by this Act may be obli
gated or expended for the full-scale engi
neering development or procurement of a 
long range combat aircraft until-

( 1) the President has submitted a written 
report to the Congress containing his deci
sion on a specific program for the develop
ment or procurement of a long range combat 
aircraft; 

(2) the Secretary of Defense has sub
mitted to the Committees on Armed Services 
of the Senate and the House of Representa
tives a report in writing (A) justifying the 
decision the President referred to in clause 
(1), and (B) a comparison and evaluation 
of alternative programs to the program de
cided upon by the President; and 

(3) sixty days have elapsed after the day 
on which the President's report has been 
received by the Congress and during which 
the Senate and the House of Representatives 
have not agreed to resolutions of their re
spective Houses expressing disapproval of the 
President's decision. 

(b) For the purposes of this section, the 
term "resolution" means only a resolution of 
either Hous~ of Congress, the matter after 
the resolving clause of which is as follows: 
"That the does not favor the decision 
of the President regarding a long range 
combat aircraft submitted to the Congress 
on ", the first blank space therein 
being filled with the name of the resolving 
House and the second blank space therein 
being filled with the date on which the re
port of the President described in subsec
tion (a) (1) was received by the Congress. 

(c) A resolution in the Senate shall be 
referred to the Committee on Armed Services 
of the Senate. A resolution in the House of 
Representatives shall be referred to the Com
mittee on Armed Services of the House of 
Representatives. 

(d) If the committee to which a resolu
tion has been referred has not reported it 
at the end of seven calendar days after its 
introduction, it is in order to move either 
to discharge the committee from further 
consideration of the resolution or to dis
charge the committee from further consid
eration of any other resolution which has 
been referred to the committee. 

(e) A motion to discharge may be made 
only by an individual favoring the resolution, 
is highly privileged (except that it may not 
be made Mter the committee has re.,orted a 
resolution). and debate thereon shall be 
limited to not more than one hour, to be 
divided equally between those favoring and 
those opposing the resolution. An amend
ment to the motion is not in order, and it 
is not in order to move to reconsider the 
vote by which the motion is agreed to or 
disa~reed to. 

(f) If the motion to discharge is agreed to 
or disagreed to, the motion may not be re
newed, nor may another motion to discharge 
the committee be made with respect to any 
other resolution. 

(g) When the committee has reported, or 
has been discharged from further considera
tion of, a resolution, it is at any time there
after in order (even though a previous m~
tion to the same effect has been disagreed to) 
to move to proceed to the consideration of 
the resolution. The motion is highly privi-

leged and is not debatable. The motion is not 
subject to amendment, or to a motion to 
postpone, or a motion to proceed to the con
sideration of othe.r business. A motion tore
consider the vote by which the motion is 
agreed to or disagreed to shall not be in order. 

(h) (1) Debate on the resolution shall be 
limited to not more than ten hours, which 
shall be divided equally between those favor
ing and those opposing the resolution. A mo
tion further to limit debate is not debatable. 
An a.mendment to, or motion to recommit, 
the resolution is not in order. A motion to 
reconsider the vote by which the resolution 
is agreed to or disagreed to 1s not in order. 

(2) Motions to postpone, made with respect 
to the disch·3.rge from committee or the con
sideration of a resolution, and motions to 
proceed to the consideration of other busi
ness, shall be decided without debate. 

( 3) Appeals from the decisions of the Chair 
relating to the application of the rules of the 
Senate or the House of Representatives, as 
the case may be, to the procedure relating to 
a resolution shall be decided without debate. 

(i) Whenever the President transmits cop
ies of the report referred to in subsection (a) 
( 1) to the Congress, a copy of such report 
shall be delivered to each House of Congress 
on the same day and shall be delivered to the 
Clerk of the House of Representatives if the 
House is not in session and to the secretary 
of the senate if the Senate is not in session. 

(j) Subsections (c) through (i) are enacted 
by the Congress-

( 1) as an exercise of the rulemaking power 
of the senate and the House of Represent
atives, respectively, and as such they are 
deemed a part of the rules of each House, 
respectively, but applicable only with respect 
to the procedure to be followed in that House 
in the case of resolutions described in sub
section (b), and they supersede other rules 
only to the extent that they are inconsistent 
therewith; and 

(2) with full recognition of the constitu
tional right of either House to change the 
rules (so far as relating to the procedures of 
that House) at any time, in the same man
ner and to the same extent as in the case of 
any other rule of that House. 

REPORT ON ALLIED CONTRIBUTIONS TO THE 
COMMON DEFENSE 

SEc. 902. (a) In recognition of the growth, 
relative to the United States, in the eco
nomic strength of Japan, Canada, and West
ern Eurepean countries which has occurred 
since the signing of the North Atlantic 
Treaty on April 4, 1949, and the Mutual Co
operation and Security Treaty between 
Japan and the United States on January 
19, 1960, it is the sense of Congress that-

( 1) the burdens of mutual defense now 
assumed by the countries allied with the 
United States under those agreements are 
not commensurate with their economic re
sources; and 

(2) the continued unwillingness of those 
countries to increase their contributions to 
the common defense to more appropriate 
levels would endanger the vitality, effec
tiveness, and cohesiveness of the alliances 
between those countries and the United 
States. 

(b) It is further the sense of Congress that 
the President should seek from each signa
tory country (other than the United States) 
of the two treaties referred to in subsection 
(a) acceptance of international security re
spons1b111ties and agreement to make contri
butions to the common defense which are 
commensurate with the economic resources 
of such country, including, when appropri
ate, an increase in host nation support. 

(c) The Secretary of Defense shall submit 
to the Congress not later than February 1, 
1982, a report providing-

( 1) a comparison of the fair and equitable 
shares of the mutual defense burdens of 
these alliances that should be borne by the 
United States, by other member nations of 
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the North Atlantic Treaty Organization 
(NATO), and by Japan, based upon eco
nomic strength and other relevant factors, 
and the actual defense efforts of each nation 
together with an explanation of disparities 
that currently exist; 

(2) a description of efforts by the United 
states and of other efforts to eliminate ex
isting disparities; 

(3) estimates of the real growth in de
fense spending in fiscal year 1982 projected 
for each NATO member nation compared to 
the annual real growth goal in the range of 
3 percent set in May 1978; · 

(4) a description of the defense-related 
initiatives undertaken by each NATO member 
nation within the real growth in defense 
spending of such nation in fiscal year 1982; 
and 

(5) an explanation of those instances in 
which the commitments to real growth in 
defense spending and to the Long-Term De
fense Program have not been real1zed and a 
description of efforts being made by the 
United States to ensure fulfillment of these 
important NATO commitments. 
REQUIREMENT OF ANNUAL AUTHORIZATION OF 

APPROPRIATIONS FOR PROCUREMENT OF AMMU
NITION AND FOR OTHER PROCUREMENT 

SEc. 903. (a) Section 138(a) of title 10, 
United States Code, relating to annual au
thorization of appropriations, is amended

(1) by striking out "or" at the end of clause 
(6); and 

(2) by inserting after clause (7) the follow
ing new clauses: 

"(8) procurement of ammunition for the 
Army; or 

"(9) procurement of any items in the 'other 
procurement' account of the Department of 
Defense, any items in the 'procurement, Ma
rine Corps' account, and any items in the 
'procurement, Defense Agencies' account,". 

(b) The amendments made by subsection 
(a) shall apply with respect to funds appro
priated for fiscal years beginning after Sep
tember 30, 1982. 
REPEAL OF PROFIT LIMITATIONS ON CONTRACTS 

FOR AIRCRAFT AND NAVAL VESSELS 

SEc. 904. (a) (1) Chapter 141 of title 10, 
United States Code, relating to miscellaneous 
procurement, is amended by striking out 
section 2382. 

(2) The table of sections at the beginning 
of such chapter is amended by striking out 
the item relating to section 2382. 

(b) (1) Chapter 633 of such title is 
amended by striking out section 7300. 

(2) The table of sections at the beginning 
of such chapter is amended by striking out 
the item relating to section 7300. 
INCREASING FROM $5,000,000 TO $50,000,000 

THE CANCELLATION CEILING ON MULTIYEAR 
PROCUREMENT CONTRACTS; REPORT BY THE 
SECRETARY OF DEFENSE 

SEc. 905. (a) Section 810 of the Department 
of Defense Appropriation Authorization Act, 
1976 (Public Law 94-106; 89 Stat. 539), re
lating to the obligation of funds under a 
multiyear procurement contract, is amended 
by striking out "$5,000.000" and inserting in 
lieu thereof "$50.000.000". 

(b) (1) The Secretary of Defense shall spe
cify in the Department of Defense request 
for authoriz81tion of .appropriations for each 
fiscal year those weapons programs which in 
his judgment should, for sound management 
reasons, be procured under multiyear con
tracts, except that the Secretary shall not be 
required to include in any such report ·any 
weapons programs if the contract cancella
tion ce111ng would be less than $50 million. 

(2) Before making a detennination that 
any weapons program to be procured by the 
Department of Defense, or any item to be 
procured in connection with any such pro
gram, is suitable for multiyear contracting, 
the Secretary of Defense shall consider, 
among other things-

(A) whether the use of multiyea.r contracts 
will yield substantial cost avoidance or other 
benefits when compared with conventional 
annual contracting methods; 

(B) whether the minimum need for the 
items purchased for such programs is ex
pected to remain substantially unchanged 
during the contemplated contract period in 
terms of production rate, procurement rate 
and total quantities; 

(c) whether there is a reasonable expec
tation that the programs are likely to be 
funded at or near the required level for the 
entire contract period; 

(D) whether there is a stable design for 
the item or items to be procured and whether 
the te<:hnical risks associated with the item 
or items are excessive; 

(E) whether there is a reasonable assur
ance that the cost estimates for both con
tract costs and anticipaJted costs avoidance 
aro realistic; and 

(F) whether the furnishing of items to be 
procured under the contract would require 
(i) a substantial investment in plant or 
equipment by the contractor, (11) an expo
sure to substantial contingent 11ab111ties, or 
(iii) a. substantial financial investment to as
semble, train, and provide transportation for 
e. specialized labor force. 
PROHIBITION ON USE OF FUNDS TO RELIEVE 

ECONOMIC DISLOCATIONS 

SEc. 906. (a) Chapter 141 of title 10, United 
States Code, relating to procurement, is 
amended by adding at the end thereof the 
following new section: 
"§ 2391. Prohibition on use of funds to re

lieve economic dislocations 
"(a) In order to help avoid the uneco

nomic u~ of Department of Defense funds 
in the procurement of goods and services, the 
Congress finds that it is necessary to prohibit 
the use of such funds for certain purposes. 

"(b) No funds appropriated to or for the 
use of the Department of Defense may be 
used to pay, in connection with any contract 
awarded by the Department of Defense, a 
price differential for the purpose of relieving 
economic dislocations.". 

(b) The table of sections at the beginning 
of chapter 141 of such title is amended by 
adding at the end thereof the following new 
item: 
"2391. Prohibition on use of funds to relieve 

economic dislocations.". 
(c) The amendments made by subsection 

(a) shall become effective on October 1, 1981. 
PROCUREMENT OF AUTOMATIC DATA PROCESSING 

EQUIPMENT 

SEC. 907. (a) Chapter 137 of title 10, United 
States Code, relating to procurement gen
erally, is amended by adding at the end 
thereof, the following new section: 
"§ 2315. Laws inapplicable to the acquisition 

of automatic data processing 
equipment to be used for certain 
purposes 

"No provision of law other than the pro
visions of this chapter and chapter 141 of 
this title, shall be applicable to the procure
ment by the Department of Defense of any 
automatic data processing equipment or 
services 1f the function, operation, or use of 
such automatic data processing equipment 
or services- . 

" ( 1) involves intelllgence activities; 
"(2) involves cryptologic activities related 

to national security; 
"(3) involves the command and control of 

m111tary forces; 
"(4) involves equipment which is an in

tegral part of a weapon or weapons system; 
or 

"(5) is critical to the direct fulfillment of 
mllltary or intelllgence missions, except that 
the exclusion provided for in this clause (5) 
shall not include procurement of a.ny auto
matic data processing equipment or services 
1f such equipment or services are to be used 

for routine admlnistrative and business ap
plications, such as payroll, finance, logistics, 
or personnel management.". 

(b) The table of sections at the beginning 
of chapter 137 of such title is amended by 
adding at the end thereof the following new 
item: 
"2315. Laws inapplicable to the acquisition 

of automatic data processing equip
ment to be used for certain pur
poses.". 

REQUmEMENTS RELATING TO THE AWARDING OF 
SOLE-SOURCE CONTRACTS 

SEc. 908. (a) Notwithstanding any other 
provision of law, the Department of Defense 
may not award a sole-source contract for 
more than $100,000 to any contractor unless-,-

( 1) such department has first published 
in the Commerce Business Dally a notice that 
the Department of Defense intends to award 
such contract and includes in such notice all 
information pertaining to such contract that 
would be required to be published if such 
contract were to be awarded under a com
petitive bid procedure; 

(2) a period of at least 30 days has expired 
after the date of the publication of such 
notice, during which contractors have been 
invited, and given an opportunity, to bid 
on such contract; 

(3) such department has considered all 
bids received on such contract and deter
mined that the contract should be awarded 
to the sole-source contractor as originally 
proposed; and 

(4) the Secretary of Defense or his author
ized designees has appro\fed the award of 
such contract on a sole-source contract basis. 

(b) (1) The Secretary of Defense or his 
authorized designees may waive the require
ments of subsection (a) in the case of any 
contract if he determines such action is nec
essary because of national security reasons. 

(2) The provisions of subsection (a) shall 
not apply in the case of-

(A) classified procurements 1f the synopslB 
cannot reasonably be worded to preclude dis
closure of classified information; 

(B) procurement of ut111ty services; 
(C) procurement of commercial transpor

tation services furnished by regulated com
mon carriers; 

(D) procurement of perishable .subsistence 
and of services related thereto whenever it 
is determined that it is impracticable for 
delivery or performance to be extended by the 
period required for compliance with sub
section (a) ; 

(E) procurements when only foreign 
sources are to be solicited; 

(F) procurement of personal or profes
sional services, to the extent that a deter
mination is made that only one source can 
provide the desired service; 

(G) procurement of construction services 
if a contractor or group of contractors is 
already at work on the site, and it would not 
be practicable to allow another contractor or 
additional contractors to work on the same 
site: 

(H) procurements to be made by an order 
placed under an existing contract, but only 
if the existing contract was awarded after 
a notice published in the Commerce Busi
ness Dally in accordance with subsection 
(a): 

(I) procurements to be made from or 
through another Government department or 
agency, including procurements from the 
Small Business Administration using the 
authority of section 8(a) of the Small Busi
ness Act, or a mandatory source of supply; 

(J) fac111t.ies contr1:1cts when the perform
ance required practicable can be obtained 
only from one source; 

(K) procurements as to which competi
tion is precluded because of the existence 
of patent rights, copyrights, or proprietary 
information; 

(L) procurements from nonprofit educa
tional institutions; 
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(M) procurements that .are of such ur

gency that the Government would be seri
ously injured by the delay involved in per
mitting the date set for award to be ex
tended by the period required for compliance 
with subsection (a); 

(N) procurements as to which bids have 
been solicited and no responsive bid has 
been received from a responsible bidder; and 

( 0) procurements reimbursed by a for
eign country that requires the product to be 
obtained from a particular source. 

(c) The Secretary of Defense shall submit 
a written report to the Committees on Armed 
Services of the Senate and the House of 
Representatives each year not later than 
November 1 regarding the use by the De
partment of Defense of sole-source contracts 
during the preceding fiscal year. The Secre
tary shall include in each such report-

(1) a comparison of the number and total 
dollar amount of sole-source contracts of 
-more than $100,000 awarded during each 
quarter of the fiscal year with the number 
and total dollar .amount of such contracts 
awarded during the corresponding quarters 
of the preceding fiscal· year; 

(2) e. comparison of the total number and 
total dollar amount of all procurement con
tracts of more than $100,000 .awarded during 
each quarter of the fiscal year with the total 
number and total dollar amount of all such 
procurement contracts awarded during the 
corresponding quarters of the preceding fis
cal year; and 

(3 ) the number of sole-source contracts 
awarded during the fiscal year with respect 
to which the Secretary exercised a waiver 
under subsection ('b) and the total dollar 
amount of such contracts. 
The Secretary of Defense shall submit the 
first such report not later than November 1, 
1982. 

(d) As used in this section, the term "sole
source contract" does not include a noncom
patitlve contract awarded as a follow-on con
tract or contract for related supplies or serv
ices if such follow-on or related contract is 
awar-ded in connection with the procure
ment of e.ny equipment or service with re
spect to which there was a price or design 
.competition conducted 'by the Department 
of De·fense . 

CONTINGENT ONCE-A-YEAR ADJUSTMENT OF 
RETIRED AND RETAINER PAY . . 

SEc. 909. (a) (1) The increase in the re
tired and retainer pay of members and for
mer members of the uniformed services 
which but for this section would be made 
effective .September 1, 1981, under the provi
sions of paragraph (2) (B) of section 1401a 
(b) of title 10, United States Code, shall not 
be made. 

(2) (A) In making the determination re
quired by the provis~ons of paragraph ( 1) (A) 
of section 1401a.(,b) of title 10, United States 
Code, to •be made on January 1, 19'82, or 
within a reasonable time hereafter, the Sec
retary of Defense shall determine the percent 
change in the index (as such term is de'ined 
In section 1401a(a) of title 10, United States 
Code) publlshed for December 1981 over the 
index publislhed for Decem'ber 1980 (rather 
than over the index published for June 1981) . 

(B) The increase in the retired and re
tainer pay of members and former members 
of the unlfo~ed services to be made effec
tive March 1, 1982, under the provisions of 
paragraph (2) (A) of such section shall In 
lleu of the Increase prescribed by such p~ra
graph, be the percent change computed un
der subparagraph (A), adjusted to the near
est one-tentJh of 1 percent. 

(3) The President shall by Executive Order 
provide for only one cost-of-llvlng adjust
ment In the annuities paid under the Central 
Intell1gence Agency Act of 1964 for Certain 
Employees (50 U.S.C. 403 note) during the 
period beginning on September 1, 1981, and 

ending on August 31, 1982. Such adjustment 
shall be effective March 1, 1982, and shall 
be made in the same manner and percentage 
as the adjustment prov-ided for in para
graphs (1) and (2) for the retired and re
tainer pay of members and former members 
of the uniformed services. 

( 4) Paragraphs ( 1) , ( 2 ) , and ( 3) shall not 
take effect unless similar legislation is en
acted which provides for only one cost-of
living increase in annuities paid under sub
chwpter LI!l of chapter 83 of title 5. United 
States Code, during tJhe period beginning 
on September 1, 19811, and ending on August 
31, 1982. 

(b) Section 812(b) of the Department of 
Defense Authorization Act, 1981 (Public Law 
96-342; 10 U.S.C. 1401a note) 1s a.mended-

(1) by s·triking out "August 31, 1981, but 
subject to paragraph (3)" in paragraph (1) 
and inserting in lleu thereof "August 31, 
1982, but subject to paragraph (2) "; and 

(2) by inserting "and until" after "unless" 
in paragra-ph (2) . 
DELAY OF EFFECTIVE DATE FOR CEILING ON NUM

BER SENIOR-GRADE CIVILIAN EMPLOYEES OF 
THE DEPARTMENT OF DEFENSE 

SEc. 910. Section 811 (a) of the Department 
of Defense Appropriation Aurthorimtion Act, 
1978 (Publlc Law 95-79; 10 U.S.G. 131 note) 
is amended by striking out the first sentence 
of paragraph (2). 
DEPARTMENT OF DEFENSE CIVILIAN PERSONNEL 

MANAGEMENT CONSTRAINTS 

SEc. 911. The civilian personnel of the De
partment of Defense shall be managed each 
fiscal year solely on the basis of and con
sistent with ( 1) the workload required to 
carry out the functions and activities of such 
department, (2) the funds made available 
to such department for such fiscal year, and 
(3) the authorized end strength for the 
civ111an perso·nnel of such department for 
such fiscal year. The ma.na~ment of such 
personnel in any fisoo.l yee.r Slhal'l. not be 
subjeot to any man-year constraint or limi
tation. 
LIABILITY OF THE UNITED STATES UNDER CER

TAIN CIRCUMSTANCES FOR TORT ACTIONS OF 
MEMBERS OF THE NATIONAL GUARD 

SEc. 912. (a.) (1) Chapter 163 of title 10, 
United States Code, relating to m111ta.ry 
claims, is amended by adding art the end 
thereof the following new section: 
"§ 2738. Lia.b111ty of the United States for 

certa.ln tort actions of members of 
the Army National Guard of the 
United States and members of the 
Air National Guard of the United 
States 

"The United States shall be lia.ble with 
respect to claims for property damage, per
sonal injury, or death caused by the act or 
omission of a member of the Army National 
Guard of the United States or the Air Na
tional Guard of the United States while such 
member is performing servl<:e under section 
3,16, 502, 503, 504, or 505 of title 32, or per
forming service under a.ny other provision of 
la.w for which such member is entitled to, or 
has waived, pay under title 37, in the same 
manner and to the same extent that the 
United States would be lialble in any other 
action brought against the United States 
under section 1346(b) of title 28 and chapter 
171 of such title.". 

(2) The table of sections at the beginning 
of chapter 163 of such title is amended by 
adding a.t the end thereof the :following new 
item: 
"2738. L1ab111ty 0'! the United States for 

certain tort actions of members of 
the Army National Guard of the 
Unl ted States and members of the 
Air National Guard of the United 
!States.". 

(b) The amendments made by subsection 
(a.) shall be applicable to acts and omissions 

of members of the Army National Guard of 
the United States and members of the Air 
National Guard of the United States that oc
cur on or after the de. te of the enactment of 
this Act. 
ESTABLISHING BY LAW THE POSITION OF DIREC

TOR OF THE DEFENSE SECURITY ASSISTANCE 
AGENCY 

'SEC. 913. (a) Chapter 4 of title 10, United 
States Code, relating to the Department of 
Defense, is amended by adding at the end 
thereof the following new section: 
"§ 141. Director of the Defense Security As

sistance Agency: appointment, 
powers, and duties 

" (a) There is a. Direct'Or of the Defense 
Security Assistance Agency, appointed from 
civlUan or m111tary life by the President, by 
and with the advice and consent of the Sen
ate. 

"(b) The Director shall perform such du
ties relating to security assistance as the 
Secretary of Defense may prescribe, includ
ing-

"(1) being the principal advisor to the 
Secretary on security assistance matters ;and 

" ( 2) supervising all security assistance 
activities in the Department of Defense.". 

(b) The table of sections at the beginning 
of chapter 4 of such title is amended by &dd
ing at the end thereof the following new 
item: 
"141. Director of the Defense Security Assist

ance Agency: appointment, powers, 
and duties.". 

REQUIREMENT FOR ANNUAL REPORT ON NATIONAL 
GUARD AND RESERVE COMPONENT EQUIPMENT 

SEc. 914. Section 138(b) of title 10, United 
States Code, relating to annual authoriza
tion of a:ppropriations, is amended-

( I) by inserting "(1)" after "(b)"; and 
(2) by adding at the end thereof the fol

lowing new paragraph: 
"(2) The Secretary of Defense shall sub

mit to the Congress each year, not later than 
February 15, a written report concerning 
the equipment of the National Guard and 
the reserve components of the armed forces 
for each of the three succeeding fiscal years. 
Each such report shallinclude-

"(A) recommendations as to the type and 
quantity of each major item of equipment 
which should be in the inventory of the Se
lected Reserve of the Ready Reserve of each 
reserve component of the armed furces; 

"(B) the quantity and average age of each 
type of major item of equipment which is 
expected to be physically available in the 
inventory of the Selected Reserve of the 
Ready Reserve of each reserve component 
as of the beginning of each fiscal year cov
ered by the report; 

"(C) the quantity and cost of each type 
of major item of equipment which is ex
pected to be procured for the Selective Re
serve of the Ready Reserve of e.ach reserve 
component from commercial sources or to be 
transferred to each such Selected Reserve 
from the active-duty components of the 
armed forces; and 

"(D) the quantity of each type of major 
item of equipment which is expected to be 
retired, decommissioned, transferred, or 
otherwise removed from the physical inven
tory of the Selected Reserve of the Ready 
Reserve of each reserve component and the 
plans for replacement of that equipment. 
The report required by this paragraph shall 
be prepared and· expressed in the same for
mat and with the same level of detail as 
the information presented in the annual Five 
Year Defe.nse Program Procurement Annex 
prepared by the Department of Defense.". 
AUTHORIZATION OF MILITARY COOPERATlON WITH 

CIVILIAN LAW ENFORCEMENT OFFICIALS 

SEc. 915. (a) Part I of subtitle A of title 10, 
United States Code, 1s amended by adding 
after chapter 17 the following new chapter: 
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"CHAPTER 1&---MILITARY COOPERATION WITH 
CIVILIAN LAW ENFORCEMENT OFFICIALS 

"Sec. 
"371. Use of information obtained by mem

bers of the armed forces. 
"372. Use of armed force·s equipment and 

facilities. 
"373. Training and advising civilian law en

forcement officials. 
"374. Regulations. 
"§ 371. Use of information obtained· by mem

.bers of the armed forces 
"The Secretary of Defense may provide to 

Federal, State, and local civilian law enforce
ment officials any information collected dur
ing the normal course of military operations 
that may be relevant to a violation of any 
Federal or State law. 
"§ 372. Use of armed forces equipment and 

faclllties 
"The Secretary of Defense may make avail

able any equipment, base facUlty, or research 
facility of the armed forces to any Federal, 
State, or local civilian law enforcement offi
cial if the making of such equipment or fa
cility available for use by such official will 
not adversely affect the mil1tary prepared
ness of the United States. 
"§ 373. Training and adv-ising civllian law 

enforcement officials 
"The Secretary of Defense may assign 

members of the armed forces to train Fed
eral, State, and local civilian law enforce
ment officials in the operation of military 
equipment made available to such officials 
pursuant to section 372 a·nd to provide expert 
advice relevant to the purposes of this chap
ter if the provision of such training or ad
vice will not adversely affect the military 
preparedness of the United States. 
"§ 374. Regulations 

" (a) The Secretary of Defense shall issue 
such regulations as may be necessary to in
sure that the provision of any assistance, or 
the provision of any equipment or facility, 
to any Federal, State, or local civiUan law 
enforcement official does not--

" ( 1) impair any training or operation 
necessary to the mllltary preparedness of the 
United States; or 

"(2) include or permit direct participation 
by any member of the armed forces in any 
search and seizure, arrest, or other similar 
activity unless particl.Jpation in such activity 
by members of the armed forces is other
wise authorized by law. 

" (b) The Secretary of Defense shall also 
issue such regulations as may be necessary 
to insure that reimbursement for the pro
vision of assistance, including the provision 
of any equipment or facility, under this 
chapter to any Federal, State, or local civilian 
law enforcement official may be obtained 
whenever the Secretary of Defense deter
mines such reimbursement to be appropri
ate.". 

(b) The table of chapters at the beginning 
of such title and at the beginning of part I 
of subtl.tle A of su.ch t-itle are amended by 
adding after the item relating to chapter 17 
the following new item: 
"18. Mllttary COoperation With Clv111an Law 

Enforcement Officials _______________ 371.". 

AMENDMENTS TO THE MILITARY SELECTIVE SERV
ICE ACT TO ASSIST ENFORCEMENT OF REGIS• 
TRATION REQUmEMENT 
SEc. 916. (a) Section 3 of the Military Se

lective Service Act (50 U.S.C. App. 453) is 
amended by inserting after the first sentence 
the following new sentence: "Each person 
required to present himself for registration 
under this Act shall furnish at such time and 
in such manner as the Director shall pre
scribe the social security account number of 
such person.". 

(b) Section 10 of such Act (50 u.s.c. App. 
460) is amended by add·ing at the end thereof 
the following new subsection: 
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"(i) The Director shall have access, in ac
cordance with regulations prescribed by the 
President, to informaticn contained in the 
records of any other department or agency of 
the Federal Government pertaining to the 
names, ages, and addresses of persons re
quired to present themselves for registration 
under this Act. Such information may be 
used by the Director only for the purpose of 
ensuring that all persons required to present 
thexnselves for registration under this Act 
comply with the registration requirements of 
this Act.". 

RESEARCH GRANTS 
SEc. 917. The second sentence of section 

2358 of title 10, United States Code, relating 
to research projects, is amended by inserting 
"or by grant" after "contract" in clause (1). 

ASSISTANCE TO YORKTOWN BICENTENNIAL 
CELEBRATION 

SEc. 918. (a) Notwithstanding any other 
provision of law, the Secretary of Defense is 
authorized, in connection with the observ
ance on October 19, 1981, of the two-hun
dredth anniversary of the surrender of Lord 
Cornwallls to General George Washtington at 
Yorktown, Virginia, which date has been pro
claimed by Public Law 96-414 (94 Stat. 1724) 
as a National Day of Observance of that his
toric event--

( 1) to provide logistical support and per
sonnel services for the national observance of 
such event; 

(2) to lend and provide equipment to offi
cials of the Yorktown Bicentennial Commit
tee as requested by the Secretary of the In
terior; and 

(3) to provide such other services as the 
Secretary of the Inter10r may consider nec
essary and the Secretary of Defense may con
sider advisable. 

(b) There is authorized to be appropriated 
to the Secretary of Defense an amount not 
to exceed $750,000 for the purpose of carry
ing out subsection (a). 

(c) No funds may be obligated or expended 
for carrying out the purposes of subsection 
(a) unless such funds have been specifically 
appropriated for such purpose. 

Amend the tdtle so as to read: "A b111 to 
authorize appropriations for fiscal year 1982 
for procurement of aircraft, missiles, naval 
vessels, tracked combat vehicles, torpedoes, 
and other weapons and for research, develop
ment, test, and evaluation for the Armed 
Forces, to authorize appropriations for fiscal 
year 1982 for operations and maintenance ex
penses of the Armed Forces, to prescribe the 
authorized personnel strength for each ac
tive duty component and the Selected Re
serve of each Reserve component of the 
Armed Forces and for civlHan personnel of 
the Department of Defense, to authorize the 
m111tary training student loads, to authorize 
appropriations for fiscal year 1982 for civil 
defense, and for other purposes.". 

The PRESIDING OFFICER. The Sen
ator from Texas. 

Mr. TOWER. Mr. President, I ask 
unanimous consent that the following 
members of the staff of the Senate Armed 
Services Committee be granted the priv
ilege of the floor during the duration of 
the Senate's consideration of S. 815, the 
fiscal year 198·2 Department of Defense 
authorization bill: 

Rhett B. Dawson, William L. Ball III, 
James F. McGovern, Michael B. Donley, 
Richard D. Finn, Jr., Frank J. Gaffney, 
Jr., Alton G. Keel, Jr., Edward B. Ken
ney, Ronald F. Lehman, James R. Locher, 
Anthony J. Principi, Carl M. Smith, 
James C. Smith, Ann E. Sauer, Christine 
E. Cowart, Louis W. Arny III, Francis J. 
Sullivan, Paul C. Besozzi, RobertS. Dot
son, E. George Riedel, George F. Travers, 
Ralph 0. White, and Mary A. Shields. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. TOWER. Mr. President, the Com
mittee on Armed Services has reported a 
bill that would authorize $136.5 billion 
for national defense programs in fiscal 
year 1982. This measure would authorize 
funds for procurement, research and de
velopment, and operation and mainte
nance for each of the services, as well as 
prescribe the authorized active duty, ci
vilian, Selected Reserve, and National 
Guard personnel strengths in each of the 
service components. 

The President's DOD budget request 
for fiscal year 1982 is $222.2 billion. This 
is an increase of $25.8 billion in obliga
tional authority above that proposed by 
the previous administration in January 
of this year. Of this total request, $136.4 
billion was requested for procurement, 
research and development, and operation 
and maintenance. In addition, $132.8 
million was recommended for civil de
fense. 

The net effect of the committee's bill is 
to authorize funds which total $29.9 
million more than the President's request 
for the Department of Defense. At the 
same time, the committee recommended 
changes to authorized personnel 
strengths which will reflect savings of $47 
million. The net budgetary impact of this 
DOD authorization bill is, thus, $17.1 mil
lion less than the President's total re
quest. 

A comparison of this recommendation 
with last year's authorization bill requires 
an adjustment for operation and main
tenance funds, which are being author
ized for the first time this year. Last year, 
Congress authorized a total of $52.8 bil
lion in procurement, research and devel
opment, and civil defense. This compares 
with $73.2 billion recommended for these 
purposes in the fiscal year 1982 bill re
ported by our committee. 

It is this comp:uison which reflects the 
urgency our committee assigns to there
quirement of moderniT.ing, improving, 
and enhancing the readiness of our Na
tion's strategic and general-purpose 
forces. This increase of approximately 
$20 billion in the level of our overall de
fense investment will enable us to begin 
to strengthen our future land, sea, and 
air forces so as to establish a more cred
ible deterrent to armed conflict in the 
decade ahead. 

Our committee welcomes the priority 
assigned to our national security needs by 
the new administration as has been man
dated by the American people. The per
centage of our Federal budget used for 
national defense declined steadily with 
the dramatic growth in domestic spend
ing during the late 1960's and early 
1970's. Likewise, our defense expenditures 
as a percentage of gross natJonal nroduct 
declined from over 10 percent in the early 
1950's to approximately 5 percent in the 
late 1970's. 

Clearly, the adverse trends which have 
occurred over the past 20 years with re
spect to the world military balance can 
only be arrested and controlled by major 
revisions to our Federal budget priorities. 
The Senate's approval of the first concur
rent budget resolution for the next fiscal 
year reflects the direction of this essential 
change. 



9470 CONGRESSIONAL RECORD-SENATE May 12, 1981 

While simple comparisons of defense 
expenditures cannot by themselves 
measure relative capabilities, they do 
offer insights into the level of resources 
committed to the attainment of defined 
military strengths. Today, Soviet mili
tary expenditures exceed those of the 
United States by approximately $70 bil
lion annually. The Defense Intelligence 
Agency has estimate~ that from 1970 to 
1980, the total cost of the Soviet defense 
program exceeded that of the U.S. pro
gram by $532 billion, including $350 bil
lion in "investment" spending alone. 

During this decade, and as a result of 
the massive Soviet defense buildup, the 
United States lost the superiority of its 
strategic nuclear forces and confronted 
the prospect of losing essential equiv
alence with its major potential adver
sary. The United States lost the superi
ority of its theater nuclear forces in 
Europe and ceased to be the predominant 
naval power on the high seas. Further, 
the United States permitted a marked 
shift to occur in the overall conventional 
military balance to the growing advan
tage of the Soviet Union. 

These developments have already dra
matically affected the international 
climate across the full spectrum of East
West relationships. They signal the 
emergence of the Soviet Union as a mili
tary superpower, though it remains a 
country beset by continuing economic 
and social difficulties. Viewed in the ag
gregate, these trends give clear evidence 
of the Kremlin's determination to be
come the predominant military power in 
the world. 

The response of the industrialized na
tions of the West to this buildup of Soviet 
military power has so far been fractured 
and inconsistent. The Western democ
racies have been slow to recognize the 
global impact of Soviet designs and the 
nature of their involvement in world 
regions experiencing political instability 
and crises. More recent trends have 
shown the extent to which the Soviets 
are attempting to position themselves so 
as to exert disruptive influences on the 
stability upon which the Western eco
nomic order depends. 

Events in Africa, Latin America, the 
Middle East, and Southeast and South
west Asia bear the bold imprint of So
viet adventurism in each of these re
gions of political and military tension. 
The United States and its allies must 
continue to develop common diplomatic 
and economic strategies to confront the 
Soviets wherever their actions place 
Western security interests at risk. But 
we cannot avoid the conclusion that 
such remedies alone w111 not suffice for 
the decade ahead. The erosion in our 
military strength relative to that of the 
Soviet Union must be halted. We must 
embark now on a ·program to improve 
our overall military posture by upgrad
ing the readiness of existing forces 
modernizing those forces, and increas~ 
ing the force structure where warranted. 

STRATEGIC FORCES 

With respect to our strategic forces 
the bill reported by the committee re~ 
fleets the work very ably undertaken by 
our Subcommittee on Strategic and 

Theater Nuclear Forces. Under the 
leadership of the Senator from Virginia 
(Mr. WARNER), the subcommittee held a 
series of comprehensive hearings on all 
aspects of our strategic posture and the 
programs recommended to modernize 
and strengthen our intercontinental 
and theater nuclear deterrent. 

The committee has recommended ap
proval of the administration's request 
for procurement funds for the air
launched cruise missile, the ground
launched cruise missile, and the Trident 
submarine-launched ballistic missile. 

For strategic research and develop
ment, the committee has recommended 
approval of the $2.4 billion re(!uest to 
continue development of the MX inter
continental ballistic missile and its mo
bile basing system. The committee has 
consistently supported the development 
and deployment of this new ICBM in a 
survivable basing mode as necessary to 
preserve the integrity of our strategic 
Triad. This program affords us the only 
workable solution to the so-called win
dow of vulnerability, in which a larger 
and larger portion of our existing land
based ICBM's may be vulnerable to at
tack by the increasingly accurate and 
siza,.ble Soviet ICBM force. 

In light of the ongoing review by the 
new administration of the MX basing 
plan, the committee has added a provi
sion to the bill prohibiting the obliga
tion or expenditure of these R. & D. funds 
until-

First. The President submits to Con
gress a specific MX basing program 
which provides for, among other things, 
a particular basing mode; · 

Second. The Secretary of Defense sub
mits a justification for the President's 
decision, along with a comparison of 
alternatives; and 

Third. Sixty days have elapsed in 
which both Houses of Congress do not 
adopt resolutions of disapproval. 

An additional major strategic program 
included in the President's requ~t is the 
long-range combat aircraft <LRCA) for 
which both procurement and R. & D. 
funds were approved by the committee. 
The need we believe is validated and we 
have given the same treatment to the 
funds authorized for the long-range 
combat aircraft as we have the MX 
missile. 

The need for a new manned strategic 
bomber to replace the aging B-52 and 
to secure this most flexible leg of our 
strategic Triad is abundantly clear. 
However, obligation of these funds has 
been made subject to the President's 
notification and justification to the Con
gress of his decision on the type of air
craft to be built for this role. As in the 
case of the MX funds, this decision by 
the Chief Executive could be reversed bY 
a resolution of disapproval in both 
Houses of Congress. 

The request for the authorization of 
the lOth Trident submarine has been de
ferred by the committee because of the 
difficulties which have plagued this con
struction effort. However, additional 
longlead funds have been provided to 
prevent delays in the construction sched
ule of this submarine should this au-

thorization be approved next year. Funds 
for the Trident missile procurement have 
been approved to support the Navy's on
going program of backfttting this new 
missile into existing Poseidon subma
rines. 

Another area of special concern to the 
committee this year is that of strategic 
command, control, and communications. 
We have included an additional $108.5 
million in this bill to fund further 
initiatives in this extremely critical 
category of our strategic systems that 
were not contained in the DOD request. 

SEA POWER AND FORCE PROJECTION 

NaVY ship construction and force pro
jection programs were reviewed this year 
by the Sea Power and Force Projection 
Subcommittee chaired by the Senator 
from Maine <Mr. COHEN). 

With the emergence of the Soviet 
Navy as an increasingly offensive and 
wide-ranging global fleet, the era of un
questioned American supremacy on the 
high seas has been brought, I am un
happy to say, to an end. From relatively 
humble beginnings as a coastal defense 
force, the Soviet Navy has grown dra
matically to the point where its units 
now operate in waters far removed from 
Russian shores as a powerful instrument 
of Soviet political aims in distant regions 
of the world. 

Moreover, the Soviet merchant marine, 
which also serves as a naval auxiliary 
force, has grown to the position of the 
seventh ranking merchant marine in the 
world in terms of deadweight tonnage. 
In contrast, the merchant marine of the 
United States, a nation absolutely de
pendent on seaborne commerce, ranks 
ninth. Comparing the number of ships 
over 1,000 gross tons, the Soviets rank 
2d, while the United States ranks 11th. 

The interdependence of the Western 
economies and their reliance on sea
borne supplies of oil and other critical 
materials is in stark contrast to the rel
ative self-sufficiency of the Sovie-t Union. 
The rebuilding of America's essential 
naval and maritime strength is, there
fore, an undertaking we must vigorously 
pursue during the decade ahead. 

Last year, our commi-ttee, under the 
leadership of t'he dist·inguished senior 
Senator from Mississippi, initiated a 
program to accelerate Navy ship con
struction by adding three new surface 
combatants, elght transport ship con
versions, and advance procurement 
funds for several other ships in the fiscal 
year 1981 authorizrution bill. 

This year, the committee has approved 
a shipbui'lding program that includes 
the authori~ation of 22 new ships and 
13 conversions, acquisitions, and re
activations. 

Major elements of this $10.1 b1llion 
progr'am include advance procurement 
for a nuclear-powered aircraft carrier to 
be authorized next year, two Los Angeles
class nuclear submarines, three Aegis 
cruisers, one fleet oiler, and the reactiva.
tion and modernization of the battleship 
New Jersey. The committee on its own 
ini•ti'attive added three more guided mis
sile frigates to the three requested in the 
budget submission, as well as one LSD-
41 class amphibious ship not contained 
in the fiscal year 1982 request. 
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The com.mi>ttee deleted funds requested 

for the reactivation of the aircraft car
rier Oriskany. This is consistent with 
action taken on the fiscal year 1981 sup
plemental! authorization bill adopted by 
the Senate earlier this year. 

In the case of the battleship reactiva
tion, the committee is convinced thait the 
modem weapons, communiootions equip
ment, radar, and electronic warfare sys
tems to be installed on this ship will make 
it a prudent investment a.nd a. valuable 
addition to our surface fleet. 

In addition to reviewing the Nayy's 
shipbuilding program, the Sea Power 
and Force Projection Subcommittee held 
a number of hearings on specific force 
projection issues, including the present 
status of the rapid deployment joint task 
force. While the committee reaffirms its 
support for this concept, testimony taken 
by the subcommittee highlighted the im
portance of resolving command and 
control relationships essential to the 
readiness and effectiveness of the rapid 
deployment force. In this connection, the 
committee has welcomed the announce
ment last month by the Secretary of De
fense that this force would evolve within 
several years into a separate, unified 
command with its own geographic re
sponsibilities, service components, forces, 
and other support elements. 

In its review of programs integral to 
the force projection mission, the com
mittee deleted all but $1 million for the 
development of the C-X, a new Air Force 
transport aircraft. While recognizing 
the need for broad improvement in our 
strategic airlift capabilities, it was our 
judgment that the C-X program is not 
suftlciently defined to warrant a major 
investment of funds in the fashion rec
ommended by the administration. 

TACT7CAL WARFARE FORCES 

The Tactical Warfare Subcommittee, 
chaired by the distinguished Senator 
from Arizona <Mr. GoLDWATER) reviewed 
the administration's budget requests for 
all tactical warfare systems in each of 
the services. 

Based on their findings, the commit
tee strongly endorsed the administra
tion's plans to procure aircraft, missiles, 
and other weapons systems at more effi
cient rates of production than have been 
permitted in the past. Past procurement 
of systems at inefficient rates has not 
only increased costs but has also ad
versely affected the preparedness of ·our 
defense industrial base. 

With respect to tactical air forces, the 
committee has recommended major pro
curements of all front-line tactical air
craft now in production and has ap
proved advance procurement funds for 
next year consistent with sustaining 
these production rates at reasonably 
efficient levels. 

In the case of the NavY's F-18 fighter 
aircraft, we have reduced the procure
ment request by $147.1 million, which 
will allow for the purchase of 58 aircraft 
instead of the 63 that were requested. 
The committee continues to support the 
F-18 program; however, in our opinion, 
this reduction is warranted by the cost 
growth experienced in this program and 
by technical difficulties encountered in 
the aircraft's testing. 

A procurement reduction has also been 
recommended for the Army's Patriot 
missile system. We have approved funds 
to allow for the limited production of 
this missile system but have deleted 
$373.4 million from the amended request 
which would have accelerated produc
tion. Certain reliability and maintain
ability difficulties have been encountered 
in this program which require additional 
testing before undertaking an increased 
production effort. 

With respect to modernization of 
ground combat vehicles, the committee 
approved the request for $1.9 billion to 
procure 720 M-1 main battle tanks for 
the Army. However, because of difticul
ties encountered in the reliability and 
durability testing of this new tank, the 
committee has added a provision in the 
bill prohibiting the obligation of all tJf 
these funds until a report has been re
ceived from the Secretary of Defense 
addressing the results of continued test
ing and a plan for long-term evolution
ary improvements to the M-1 tank. 

The committee is recommending the 
procurement of 600 fighting vehicle sys
tems requested for the Army and has 
added funds to permit the Army to pre
pare a competitive second-source pro
ducer for this vehicle. 

For lightweight armored vehicles, to 
be used by rapid deployment force units, 
the committee has directed that these 
important programs be executed in an 
expeditious fashion. We have further as
signed to the Secretary of the Navy the 
responsibility of managing and directing 
the acquisition of these systems in con
figurations that can be procured for use 
by both the Marine Corps and the Army. 

Again this year, the committee found 
that the Department of Defense had 
failed to request sufficient funds for the 
modernization and equipping of our Na
tional Guard and Reserve Forces. After 
a careful review of Guard and Reserve 
requirements omitted from the adminis
tration's budget submission, the com
mittee agreed to the addition of procure
ment funds to provide: 20 AH-1S Cobra 
attack helicopters to the Army Reserve; 
12 A-7K trainer aircraft to the Air Na
tional Guard; 12 C-130 transport air
aircraft to the Air National Guard; 12 
C-9B transport aircraft to the Naval 
Reserve to be procured from commercial 
airline excess aircraft; and 2 P-3C anti
submarine warfare patrol aircraft for 
the Naval Reserve. 

In addition, because of critical short
ages of ground combat vehicles and other 
weapons in the Army National Guard, 
the committee has recommended the 
addition of $50 million in procurement 
funds for tracked carriers, artillery and 
tank recovery vehicles, trucks, and other 
equipment items essential to the effec
tiveness of these units. 

Mr. President, we were appalled to 
find that much of the equipment now 
being used and operated by our Reserve 
and National Guard units was not de
ployable. If we have to go to war tomor
row, it will be a come-as-you-are party. 
The fact that we rely on these Reserve 
components to back us up and to 
provide replacements in the event of any 
kind of major conflagration makes it 

necessary, I believe, that we make sure 
that their equipment is deployable and 
usable in a war-fighting configuration. 

MANPOWER AND PERSONNEL 

Requirements for all categories of de
fense manpower, including active duty 
personnel, civilian personnel, and Guard 
and Reserve strengths, were reviewed in 
detail this year by the Subcommittee 
on Manpower and Personnel which is 
chaired by the Senator from Iowa <M·r. 
JEPSEN). 

The Department of Defense has re
quested a total active-duty\~nd strength 
for fiscal year 1982 of 2,11~,900, an in
crease of 44,50{) over the level requested 
by the President in his fiscal year 1981 
supplemental request. The force struc
ture for which this active-duty manpow
er is requested consists of 16 Army divi
sions, 26 Air Force wings, ·3 Marine di
visions, and 493 ships. 

Following a review of the justification 
for these additional personnel, the com
mittee has recommended a modest re
duction of 5,300 active duty military au
thorizations from the increases proposed 
in the President's budget. The basis for 
this reduction is addressed in detail in 
the committee's report. 

In acting on the request for a civilian 
end strength of 1,024,900, the committee 
has recommended a reduction of 700 po
sitions in order to promote greater ef
ficiencies in the utilization of civilian 
manpower in various management and 
operational headquarters. 

With regard to military training stu
dent loads, the committee bill recom
mends approval of the budget request, 
with the exception of an additional in
crement for the Air National Guard and 
a separate authorization for the Army's 
one-station unit training. 

The Selected Reserve manpower 
strengths for each of the Reserve and 
Guard components were approved at the 
levels requested by the administration. 

The committee will continue to moni
tor closely the performance of each of 
the Services in recruiting and retaining 
the necessary personnel in order to meet 
the increased active-duty strengths. This 
will become an increasingly difticult task 
as the pool of service-eligible youth in 
the general population continues to de
cline during the remainder of this dec
ade. Each of the Services will have to 
refine and improve its personnel man
agement procedures in order to achieve 
the very ambitious goals for recruiting 
and retention that will accompany ef
forts to upgrade the readiness and 
strength of currently projected forces. 

PREPAREDNESS 

For the first time this year, the com
mittee's bill contains an authorization 
for operation and maintenance funds in 
each of the services. The Subcommittee 
on Preparedness, chaired by the Senator 
from New Hampshire <Mr. HUMPHREY), 
received testimony from each service on 
this year's operation and maintenance 
request, which totals $63.3 billion, an in
crease of approximately $3 billion above 
the revised fiscal year 1981 budget. 

Critical shortages in these funds, 
which are utilized for fuel, maintenance 
activities, and logistics support ttems, 
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have adversely affected the readiness of 
existing forces. In recognition of serious 
maintenance backlogs highlighted in 
testimony from operational command
ers we have recommended the addition 
of $292 million for real property main
tenance, depot maintenance, and sup
port equipment items. 

The Subcommittee on Preparedness 
will continue to maintain careful over
sight with respect to operation and 
maintenance expenditures in each of the 
services. Clearly, there are many im
provements needed in the method by 
which readiness is assessed and in the 
process by which funds are allocated 
for operation and maintenance as well 
as other activities governing the read
iness and sustainability of our forces. 

Finally, the committee will undertake 
next year to authorize funds requested 
for ammunition production and other 
procurement items not presently cov
ered in this bill. This will afford us an 
opportunity to consider more important 
readiness factors that until now have 
been excluded from the authorization 
process. 

GENERAL PROVISIONS 

The committee has included a num
·ber of general provisions in title IX of 
this biH. One specific measure which I 
call to the attention of my colleagues re
lates to the issue of multiyear c·ontract
ing for defense systems. 

It is clear in the defense acquisition 
process that expanding the application 
of multiyear contracts could be a sig
nificant means of achieving savings in 
certain categories of major defense pur
chases. While regulatory authority for 
multiyear c·ontracting for certain sup
plies has been in existence since 19-63, 
the effectiveness of this provision has 
been limited by a ceiling of $5 million on 
contract canceliation charges. The com
mittee has proposed, theref·ore, raising 
this ceiling from $5 million to $50 mil
lion to afford the Defense Department 
some immediate flexibility in tihis area. 

CONCLUSION 

Mr. President, I wish to draw special 
attention to the efforts of Secretary 
Weinberger and Deputy Secretary Car
lucci, who are off to an excellent start 
in i~i'entifying areas in the defense budget 
where additi·onal efficiencies can be ob
tained through managerial improve
ments. To date, no less than seven di
rectives have been issued outlining new 
policies and procedures intended to im
prove various aspects of program man
agement and oversight at the Pentagon. 
One area worthy of special mention in
volves substantial changes to the defense 
acquisition process, and a recent memo
randum from Mr. Carlucci to each of 
the Service Secretaries and Service 
Chiefs would significantly streamline the 
complicated procedure used in making 
procurement decisions. 

Last m·onth, Secretary Weinberger an
nounced the establishment of an Office 
of the Assistant to the Secretary of De
fense for Review and Oversight. This 
individua~l will be charged with respon
sibility to oversee efforts to detect waste, 
fraud, and abuS'e of DOD operations. 
While I have long felt that the Pentagon 

generally does a better job than the other 
executive departments in scrutiniz ~ng its 
expenditures, I applaud fue additional 
focus brought to this important function 
by the Secretary's recent initiatives. 

Mr. Pres,ident, I commend the diligent 
and I might say heroic eff·orts of each of 
our subcommittee chairmen and ranking 
minority members for the work that has 
made possible the timely reporting of 
this bill to the Senate. 

I especially cite the invaluable con
tributions and cooperative leadership 
exhibited by our former chairman, the 
very distinguished Senator from Mis
sissippi, whose experience and judgment 
in all national security matters is held 
in such high esteem by us all. We have 
continued the tradition set forth by 
Senator STENNis many years ago in ap
proaching our committee responsibili
ties in a bipartisan way. This practice 
has served us well in years past, and we 
as a committee remain dedicated to the 
nonpartisan execution of our duties to 
the Senate. 

In summary, Mr. President, we bring 
before the Senate today a bill that would 
authorize a very substantial increase in 
our defense expenditures. This heavy 
cost, however, is absolutely necessary if 
we are to secure the future of our coun
try in the difficult times ahead. History 
holds forth clear evidence that in our 
imperfect world, there is no substitute 
for military strength as a means of pre
serving peace and deterring hostile ag
gression. I am quite confident that the 
American people as a whole fully recog
nize the unacceptable jeopardy that will 
confront our way of life unless we act 
promptly and decisively to restore the 
capabilities of our military and naval 
forces. 

Clearly, we must endure certain sacri
fices in order to accomplish the tasks 
before us. But just as clearly, there is 
no acceptable alternative to what must 
now be done. 

This bill represents a balanced and 
comprehensive program to undertake 
urgent and necessary improvements in 
each of our Armed Forces. I urge the 
Senate to support the recommendations 
of our committee and the efforts of our 
President and our Secretary of Defense 
in assigni.ng to these tasks the priority 
demanded by the very real threats we 
now face. 

Mr. President, I move the adoption of 
the committee amendment to S. 815. 

Tho PRESIDING OFFICER. The 
question is on agreeing to the commit
tee amendment. 

The committee amendment was 
agreed to. 

Mr. TOWER. Mr. President, I ask 
unanimous consent that the bill be con
sidered as original text for purposes of 
amendment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. TOWER. Mr. President, I am 
pleased to yield now to my old friend 
and mentor, a man of such distinction 
that we have difficulty finding words to 
articulate it, the distinguished Senator 
from Mississippi. 

Mr. STENNIS. Mr. President, I have 
a deep feeling of warm gratitude and ap-

preciation for Chairman TowER of 
Texas. We have been on this committee 
a long time together, and we have never 
had any dis·agreements that did not heal 
in a few minutes anyway. A difference of 
opinion was w.hat we had. It was not 
disagreements. 

I commend him highly for the splen
did job that he has done as chairman of 
the committee, the volume of work that 
he and his staff have handled and 
worked on by the members of the staff 
that is assigned to the minority. But the 
volume of work that went in by Chair
man TowER himself has been outstand
ing, very productive, and represents here 
I think just as good a bill as was possible 
to ,have had under the circumstances. 
The adverse circumstance was time. 

It has not been long since the entire 
force in the Pentagon came in and as
sumed this responsibility. 

Senator ToWER has furnished a lot of 
the leadership that has made their 
achievements possible also. 

Mr. President, I have a statement here 
by way of review and for emphasis 
pointing out the various parts of the bill. 

But Senator TowER has already made 
a good statement on the bill as a whole 
and I do not go into these matters that 
I shall mention just for repetition's sake 
or just to try to improve on what he has 
said, not within the least. 

But I did think it was well to have a 
review of it from each of us and com
ments on the policies involved as well as 
the general subject matter problem. 

Mr. President, I will not repeat the 
amounts of money involved here but 
these are truly large sums of money. 

But the problem is great. The problem 
has been growing and expanding. The 
whole world has even changed since the 
invasion of Afghanistan for the more 
recent happenings. But this trend has 
been going on now almost since the end 
of World War II, and I certainly have 
hope that things will be better, but I am 
certain that we have to have this 
strength. 

I do not like to see the program have 
to move so fast and think a great deal 
more has to be done to really get the 
program on the proper base and bottom. 

In January of this year in his first ap
pearance before our committee I said 
to--he was then the forthcoming pros
pective Secretary of Defense-Mr. Wein
berger, that I thought he would have no 
trouble, and I said: "You will have no 
trouble getting appropriations in the 
1981 appropriation bill." 

Repeating my quotation of what I had 
said to Secretary of Defense-to-be Wein
berger when he came before our com
mittee in January, and speaking of his 
problem of getting this increased amount 
of money, my observation to him was 
that, "Your trouble will be in getting 
your appropriations, but it will come 
next year and in later years not this 
year. It will come when the reaction sets 
in from the so-called soctal programs 
which are being reduced this year." 

I think this military program we are 
launching, the added one, is one where 
all who have responsibilities in connec
tion therewith in the executive branch 
and all of us whom the Senate depends 
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on to look into them and make recom
mendations here that that thought 
should well be borne in mind. It is just 
not going to be easy, I think, in years to 
come, certainly not as easy as this year, 
to get money for these military appropri
ations. 

I have been to bat quite a bit when 
there was severe competition among the 
other agencies of Government and the 
military, even though the people as a 
whole in America certainly do support 
and want to support and will continue 
to support any well-run and well-oper
ated military establishment. 

So I think of those things when we 
look at the great number of ships that 
are planned and could not be made more 
in. particular now because of this lack 
of time. I mention it because I think 
these large sums of money must not be 
taken lightly and loosely by the military 
in uniform or the civilian military, and 
spent at random or spent in any way ex
cept in a course of frugality. There is 
some kind of a feeling that permeates 
many people that Government money 
does not have to be economized, that 
Government money-well, it is the Gov
ernment dollar and we can throw it 
around more freely and more generously 
than we would our own. 

There is no reason whatsoever for 
that. Every tax dollar is something that 
was once belonging to someone else, it 
was earned by someone else. It belonged 
to someone else and was exacted from 
that owner by the processes of law, pre
sumably for good purposes but, never
theless, they took it away from the 
owner, which is certainly another reason 
why it should be spent with the greatest 
care and with the greatest frugality, not 
merely as a matter of policy, even 
though that is one of the reasons, but I 
think in future years it is going to be, as 
a matter of necessity, that the Govern
ment is going to have to be frugal and 
thrifty and careful about the way it 
spends the money. 

These demands are going to be enor
mous and will continue to be when we 
take on the cost Qf health, for instance, 
and many of the other things we are try
ing to do now, which are going to run 
into many billions of dollars, and we 
should just establish a ceiling and give it 
a popular position of there being honor 
and praise and recognition for those 
within the Government at ev_ery level, 
Federal, State, city, municipal, and levels 
of all kinds, that they are entitled to thls 
recognition if they are frugal with the 
money and careful with spending it, and 
that they are entitled to the censure and 
even scorn of the others if they do fail 
to exercise this degree of care. That may 
sound old-fashioned, but I think we have 
sailed along and been trying down here 
with easy goals and have been on a 
downhill ride and we have been falllng 
to meet the Government's oblig·ations for 
so many years now and for so Jon~ and 
in such large numbers of years and we 
are going to have to put on these new 
approaches. 
~o~ another thing that comes to my 

mmd m this connection, there is a limit 
to what we can do in military security, 

even for ourselves. I mean a limit to the 
amount of money that we can reason
ably make available for those J;urposes. 

We say sometimes recklessly that we 
do not care what it costs, we must have a 
defense and we must have military se
curity. And that is a laudable position all 
right, but I do not think that it can 
come just endlessly. we are going to 
have to count the things that we can do. 

When I first came to the Senate, we 
were pl,anning in a bL.g way in a great ef
fort that was worldwide that was created 
to let the United Nations !Je formed and 
take over a lot of the policing and try 
to nip wam in their inception, if they 
got that far, and have an international 
police force and many plans of that kind. 
It was laudable and high·minded and 
seemed realistic. But things did not just 
work out that way. So we resorted to 
NATO, the unification of Western Europe 
and then we entered into alliances 
almost all over the world of various 
kinds. I think relatively NATO has been 
highly successful and I shudder to think 
what might have happen~d had we not 
aoted. 

Of course I am for it and have de
fended it here many times for it to be 
continued. But at the same time there is 
a limit to the amount of money that we 
can prudently spend in that venture, 
particularly in view of the fact that now 
we are so dependent on the Persian Gulf 
area for such absolute essentials as oil as 
a part of our essential energy, our fuel, 
our transportation, and every other use 
that we have for it. We not only have to 
protect our own source way over there 
but the source of supply to our western 
allies. These things were unheard of or 
unthought of at least when we were talk
ing about the United Nations in those 
years following World War II. 

Now as the membership here knows 
and the people know, there is a tremen
dous extra military effort that we have 
to go to and we have got to provide the 
weaponry. We are doing that and this 
bill carries a great deal of it for the fu
ture to take care of that area. And it will 
have to continue for a good long time. 
The others, even though they get the ben
efits of what we are doing, do not do 
much about it. There is no other nation 
that has a navy that can go very far from 
their own shorelines to add anything, in
valuable as they are. And I do not dis
count them, but they just do not add to 
help us in keeping the ceilings open from 
those different energy areas that we have 
to protect. 

We have our obligations in the Pacific, 
of course. I am just trying to point out 
here what has come on us here in the 
last decade, the last few years. 

Before I get to the Pacific area, I just 
want to mention that just 3 or 4 years 
ago we had terrific debates here about 
putting some fortifications in Diego 
Garcia; very honest but very strong dif
ference of opinion about it. I remember 
we got tied up in conference on it at one 
time and had a tie vote. As I recall, we 
had to come back in here and get an ad
ditional conferee appointed so we could 
break the tie and get that bill passed. We 
got it appropriated and we made those 

improvements. Look where we would be 
now if we did not have the benefits of 
Diego Garcia. 

So we are not wise to all of these prob
lems that are coming, but we were able 
to meet it. That is the big thing. 

Now before this debate is over on this 
bill, I want to say a few words about the 
Pacific area. Certainly, I am not an ex
pert on anything, so that permits me to 
go into any question. I am not considered 
an expert on it, but I have a lot of feel
ings and a lot of thought about the 
Pacific area, including Japan, which has 
been a valuable ally since the end of 
World Warn. 

I agree we waited long enough for 
them to get on their feet now and take 
c·are of more of their own self -defense 
and their own security and we will have 
something to say about that. 

Now the point could be made here that 
this bill is so large and has so many new 
ships and prospects and other items that 
had not been planned out full enough 
that we ought to have more information, 
the plans ought to be more definite. I 
wish they could have been. 

Without making any excuses for the 
new Department of Defense, those things 
just have not been possible to get the 
kind of planning that I would ordinarily 
insist on as a member of the committee. 
It has just been 3 or 4 months since the 
entire civilian organization and opera
tion of the Pentagon came into office. 
That is part of our system now, and it 
should be a change. But the real author
ity there is in the civilians, Mr. Wein
berger and those under him. They get 
their authority really by being the Pres'
idential appointees. Thev just have not 
had time to get into these matters in 
depth. 

I have been concerned that we did not 
move along in something about a bomber 
or something of the B-1 type and more 
aibout the situation of the Triad with ref
erence to putting it in a forward position, 
and we call that now the MX. But there 
was not time. I knew those men did not 
have time to make those decisions. I 
never did protest because they could not 
be rushed and they should not have been 
rushed. But I hope now that-and I do 
not mind anyone filing amendments-we 
can go right on and dispose of those 
amendments in such a way as to give a 
green light to the completion of the plan
ning about the MX and any cargo plane, 
if we are going to have one, an additional 
one, on a large scale, and other related 
matters. 

So I think we ought to discuss those 
here. Senator ToWER particularly, can be 
asked a lot of questions about it and he 
will be prepared to answer it and knowl
edge will be disseminated among our 
Members here and also to the press about 
what these developments are and what 
to expect. 

I do not want to be skeptical, but I am 
satisfied the ships, the planes and other 
changes in this massive military pro
gram that we are going into are going to 
cost far more than the feelings that we 
attach to them now, not that anyone is 
trying to mislead now. But this increased 
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cost even -apart from inflation, is just an 
incr~ased cost there. These big increases 
in this money, we can show here that 
that does not mean so much of an in
crease at all, in many instances, in the 
number of planes or the number of weap
onry that is go'ing to be available through 
these added sums. 

Mr. President, this is the turning 
point. This is a new program. I am sup
porting it, but I do want to put up this 
flag of caution and hope that this will 
be debated some, will be questioned 
some, will be challenged, to a degree., 
Let us be careful not to weaken the bill 
on these matters that are so needed. 

This bill will have to go on to confer
ence with the House and then come 
back and stand the test again. I know 
the Appropriations Committees of the 
House and Senate and the conferences 
between those two groups which are 
rather severe, austere, and devastating, 
sometimes, as to parts of a program, be
fore the real dollars will be spent. 

I really look forward to the debate 
here and will have additional remarks 
at another time. 

Mr. President, a good statement on 
the contents of this bill has already 
been made by Chairman TowER. I do not 
wish to repeat that but only to sum
marize what, in my view, are the high
lights of the bill and how they may re
late to the future. The Department of 
Defense authorization bill for fiscal year 
1982 is a very significant bill when 
viewed from almost any perspective. It 
is the largest Department of D~ense au
thorization bill in history with over $136 
billion in funds authorized by this bill 
&nd another $46.1 bili'ion indirectly 
authorized through the manpower 
strength set forth in the bill. The bill is 
part of the largest defense budget in the 
history of this country, calling for ap
propriations of over $226 billion for fis
cal year 1982. It is the first year of a 
$1,488 billion-$1.5 trillion-5-year pro
gram which will see defense spending go 
from $146 billion in 1980 to $374 billion 
in fiscal year 1986. In those 5 years, we 
will see the portion of the Federal budg
et devoted to national defense grow 
from 23 to 33 percent. By any measure, 
this bill represents the first step in a 
process that will change the role of na
tional defense in our peacetime life 
economy, and foreign policy. It is a very 
significant b1JI and deserves our careful 
attention. I want to make it very clear 
that I support the b111 as reported J:ly the 
committee, and I urge mv collea.gues to 
vote for it also. It is a ~mod bill written 
with a. recognition of the uncertainties 
regardmg our national security we face 
in this world and the need for this coun
tr~ to be strong and prepared to deal 
With. those uncertainties as they un-
fold m the years ahead. · 
J'UTURE UNCERTAINTY AND NEEDED FRUGALITY 

Before discussing some of the details 
of the b111, I would like to make sever~ 
general observations. Thus far, there has 
been JfttJe information, beyond the over
all dollar figures, provided as to the 
future defense program beyond fiscal 
year 1982. This makes it difficult to assess 
the full future imoact of the proarams 
which are fully or in part adopted i~ this 

'bill. For example, while this bill author
izes some 10ng leadtlme funds for future 
ships, we do not have a 5-year shipbuild
ing program to measure it against. De
spite the lack of details, one fact is clear. 
We must find ways to get more real 
military muscle out of the defense 
dollar. 

Inflation, the ever-rising manpower 
costs caused by an all-volunteer policy, 
and the almost exploding costs of indi
vidual weapons systems are taking a 
heavy toll in the real strength this de
fense bud~et will produce. I have always 
been for a frugal, make-do, practical 
approach to military programs. Now, 
more than ever, there must be frugality. 
It can only come from a frame of mind 
of what I will call salami tactics-ac
tively searching out and slicing away at 
every opportunity, any waste, extrava
gance, or fraud that can be found so that 
the military establishment is lean, trim, 
and in fighting shape. 

Frugality is essential for another rea
son-the public support of the military 
and the military budget will evaporate 
quickly if our military forces do not show 
real improvement without damaging the 
health of our economy. I support the 
concept of trying to tighten the Govern
ment's belt, but there is uncertainty and 
debate about whether or not the economy 
will be improved by the new economic 
programs. 

There are serious, warning :flags being 
raised. The Senate Budget Committee 
has said that large reductions beyond 
those already identified cuts have been 
identified and another $27.8 billion must 
be found by fiscal year 1984 to balance 
the budget within the administration's 
spending and tax program and estimates 
of the economy. Other professionals in 
the Congressional Budget Office have 
estimated that even with these steps, 
the administration's economic forecasts 
will not prove out and the budget deficit 
in fiscal year 1984 could be over $50 
billion-the same as it was in fiscal year 
1980. 

I do not know whose economic fore
casts are right. I do know that if the 
budget deficit is still over $50 billion in 
the fiscal year 1984 budget-only 2 :rears 
from now-and the economy is not do
ing as well as expected, there will be 
great pressure to restrain the defense 
budget. Without a clear demonstration 
of frugality that results in real achieve-· 
ments and decisive actions against waste 
and extravagance-it will be nearly im
possible to sustain this stepped-up level 
of defense spending in future years. 
HARD DECISIONS NEEDED TO AFFORD CURRENT 

PROGRAMS 

There is a second area of concern that 
merits our attention for even if a strong 
economy and public support sustain a 
large defense budget in future years, 
there is serious doubt that all of the new 
programs being discussed are affordable. 
Put another way, there may not be 
enough money even in the proposed 
budgets for beyond fiscal year 1982 to 
buy many of the new ships, tanks, mis
siles, and aircraft now being advocated 
to strengthen our defense. Under pres
ent plans. the procurement budget would 
almost triple between fiscal year1980 and 

fiscal year 1986-going from $35 billion 
to $97 billion. But, if the costs of the 50 
ongoing major weapons systems plus 
costs of all other minor procurement 
items are added to the costs of the MX 
missile, a second bomber, an airlift air
craft and the ships to achieve a 600-ship 
Navy by 1992, then the procurement 
budget reported by the administration 
could be some $10-$-20 billion short in 
fiscal year 1983. This allows no money 
for any new major weapons systems to 
be started-or increased numbers of air
craft, missiles, and tanks beyond those 
already planned. It also assumes infla
tion rates which have been attacked as 
being too low for defense procurement. 
If hard decisions are not made, this could 
mean more stretched-out programs, un
economic productions, and further in
:fiation in the already very high unit costs 
of weaponry. 

OVERVIEW 0!' THE BILL 

The fiscal 1982 defense authorization 
bill as reported by the committee makes 
a good start on improving our military 
strength, and I want to urge all my col
leagues to vote for it. But nobody should 
expect a panacea for all the military 
problems we face. 

The bill would retain approximately 
the current military force structure 
through 1982: 16 Active Army divisions, 
3 Marine Corps divisions and wings, 26 
Air Force and 12 Navy tactical wings, 
the current numbers of strategic missiles 
and submarines, 487 Active Navy ships, 
and about 2.1 million active duty mili
tary personnel. There should be a sub
stantially improved level of readiness in 
these forces as a result of substantial 
increases in spending for operations, 
maintenance, training, spare parts, and 
the day-to-day supplies that it takes to 
keep any military force up to snuff. In 
the procurement field-weaponry to be 
delivered later-the fiscal year 1982 
budget of $68.8 billion is almost double 
the fiscal year 1980 figure. However, 
there is not a corresponding increase in 
the quantities of new weapons that it 
buys. The major increase is in tracked 
vehicles-where 500 more tanks and 
fighting vehicles will be bought compared 
to fiscal year 1980-and in antitank and 
antiaircraft missiles. It buys about the 
same number of new aircraft as in 1980, 
but about 90 are new trainer airplanes, 
so there are really fewer combat air
craft. As in 1980, the recommended ship
building program includes 11 new com
batant ships. However, there is a sub
stantial increase in support and cargo 
ships, including 11 to be newly con
structed and 12 older ships to be acquired 
and updated, along with the reactivation 
of a battleship. 

On balance, the fiscal year 1982 budget 
increases will go to improve our current 
military forces, particularly in the readi
ness area. Because the dollar buys so 
little as compared to the past, it will not 
substantially expand our forces now or 
in the future. 

STRATEGIC NUCLEAR PROGRA!4S 

The main deterrent to nuclear war is 
our strategic triad-land-based missiles, 
long-range bombers. and missile-firing 
submarines. The SALT debates last year 
drew attention to Russian developments 
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in this field and the need to move for
ward with new U.S. programs to main
tain our relative strength. We are mov
ing forward in this bill with the cruise 
missile program to improve the bomber 
force, the sea-based missile program, 
and the command and control items for 
all strategic forces, but there are some 
difficult decisions ahead. Thus far, there 
has been no recommendation from the 
executive branch on the MX missile-~bas
ing program or the bomber program and 
so the committee put over $4 billion in 
the bill for these programs but prohibited 
by law the spending of money until the 
President recommends a program for 
both the MX and a bomber. 

The Trident submarine program is 
beset with cost and schedule problems
not yet settled between the Navy and 
the contractor-that will take some firm 
executive branch leadership to resolve. 
In the meantime, the committee recom
mended cutting all but $75 million of the 
$1.06 billion request for the lOth Tri
dent submarine. The $75 million was de
scribed as funds for long-lead items-a 
common way to handle these issues. 
However, after the markup it became 
apparent that this $75 million may be 
enough to fund the first year of con
struction-in other words, incrementally 
funding the submarine for 1 year's 
building costs. I do not believe the com
mittee intended to either cause a delay 
in the Trident submarine program or to 
abandon the full-funding principle for 
ships. This full-funding principle, which 
originated in 1951 to help avoid cost 
overruns and improve contract manage
ment, is important to ·keeping a dis
cipline on the budget, insuring fiscal re
sponsibility and building an orderly 
program. 

Some departures from full funding 
may be beneficial. But we should not, in 
my judgment, depart from full funding 
lightly. Departures are not justified for 
programs which are having cost and 
management problems; in my judg
ment,· this is not an effective substitute 
for instilling efficiency in the procure
ment process. Abandonment of that 
principle without debate and proper 
prPCaution could lead to waste and in
efficiency in the shipbuilding program 
and could cause a practical problem for 
the Appropriations Committee. 

NATIONAL GUARD AND RESERVES 

One way to make the defense dollar 
go further is to rely more fully on units 
in the Reserve components. In this time 
of shortage of talented manpower, I be
lieve we will be driven to that approach. 
That is why I proposed, and the com
mittee unanimously adopted, an amend
ment to require every year-for the first 
time--a real plan and a real considera
tion for the equipment in the hands of 
the Guard and Reserve units. We need 
to go bevond full dependence by the Re
serve components on whatever hand
me-down eauipment the Active Forces 
had finished with. The idea is to put 
good equipment with the talented man
power. I also believe that good equip
ment in good units with good training 
and a real mission will do much to at
tract and recruit the best young people 
in this country. They are not looking for 

just pay-they want a sense of mission 
and duty and this is a way to provide 
some for them. These amendments go 
beyond a plan and provide real money 
for this purpose. 

As a first step, the committee adopted 
a $400 million plan to equip the best
manned two divisions and eight best
manned separate brigades of the Army 
National Guard; $50 million was included 
as a down payment in this plan-to go 
for trucks, radios, tractors, computers, 
and all the day-to-day items it takes to 
make a modern unit run. In the past 
several years, Congress had added funds 
for Guard and Reserve aircraft-almost 
$800 million over the past 4 years and 
almost $500 million this year alone. This 
has been helpful and it is well known 
that Guard and Reserve fiying units have 
the best manpower situation of all. Now 
is the time to go beyond aircraft fnto all 
the areas needed to upgrade the real ca
pability of the Reserve units that have 
talented manpower. That is the pur
pose-to make a start this year-of these 
amendments. 

NAVY SHIPBUILDING 

The fiscal year 1982 budget request for 
shipbuilding and conversion is the first 
step in fulfilling the goal of a 600-ship, 
15 aircraft carrier Navy. The Navy re
quest is for the building, conversion, or 
acquisition of 33 ships at a cost of $10.3 
billion. The authorization bill as recom
mended by the committee includes 35 
ships at a cost of $10.1 billion. 

The shipbuilding program contained 
in this bill is the largest in recent years, 
but includes a large number of sealift 
and support ships-23 ships. It contains 
funds for construction of only 11 new 
combat ships and the reactivation of a 
battleship. To reach and sustain a 600-
ship Navy-including battle group com-· 
batant ships-will require a much higher 
level of funding in the near future. It is 
estimated that the Navy shipbuilding 
account will have to be more than 
doubled if we are to simultaneously build 
up our force levels and replace our aging 
cruiser/destroyer, amphibious ship, and 
ballistic missile submarine force in the 
next decade. It remains to be seen if even 
the proposed budget levels for defense 
can support such an ambitious ship
building program. 

In addition to the shipbuilding pro
gram, this bill contains several im
portant initiatives for future ships. The 
most significant item included in the bill 
is $23 million to continue design of a light 
carrier. Light aircraft carriers smaller 
and cheaper than the Nimitz class CVN 
could be an important supplement to 
large deck carriers. The committee will 
insist on the Navy providing the option 
to authorize a light carrier in 1983. 

ARMY PROCUREMENT 

Procurement for the Army in this bill 
shows an increase of 127 percent over 
the fiscal year 1980 defense budget. This 
increase will continue an across-the
board modernization of our ground 
forces that comprises the introduction of 
12 major weapons into procurement in 
just 6 years. 

We will procure the M-1 tank and its 
companion M-2 fighting vehicle in large 
numbers--over 1,300 such new systems in 

fiscal year 1982 alone. Three new Army 
air defense program systems, Patriot, 
Roland, and Stinger-, will be procured in 
quantity, the divisional air defense gun 
will enter pro-curement and improve
ments will continue to be made on sys
tems now in the field. The Army's combat 
capability will also be increa&cd by the 
first procurement of the advanced attack 
helicopter and Hellfire missiles in the fis
cal year 1982 program. Procurement of 
the Black Hawk helicopter will continue. 
The scope of the modernization effort for 
Army forces proposed in this bill can be 
characterized enormous and unprece
d·ented. 

MANPOWER 

This bill authorized 2.1 million active 
duty military personnel, 926,400 Reserve 
personnel, and 1 million civilian person
nel. Manpower costs in the fiscal year 
1982 budget total $91.6 billion, an in
crease of $21 billion-over 30 percent 
from fiscal year 1980, the year just com
pleted. 

Despite the large amount of money de
voted to manpower, our military man
power problems must be considered the 
most serious of our national security 
problems. 

We must realize that there is a basic 
fiaw in the volunteer manpower sys
tems-we do not have the manpower 
needed for mobilization, for peacetime 
expansion or for manning modern weap
onry. According to testimony before the 
committee, the Army is now 249,000 peo
ple short of the trained manpower they 
would need at mobilization. This means 
after considering all sources, including 
active duty, reserves in units, National 
Guard units, and the Individual Ready 
Reserve, we would still be unable to fill 
14 percent-about one out of every seven 
-military positions needed in mobiliza
tion. That is the situation now. We hear 
of optimistic projections about the fu
ture. I do not believe that that optimism 
is justified based on the history to date 
of the All-Volunteer Force. But even if 
we acceot these optimistic projections the 
Army has testified that it will still be 
over 100,000 personnel short of its mobi
lization requirement for trained person
nel from all sources in 1986. Manpower 
remains a major obstacle to our efforts 
to increase readiness and enhance our 
military posture. Our current and future 
ability to provide enough manpower in a 
mobilization emergency is unacceptable. 

Just maintaining our current active 
duty personnel strengths under the cur
rent volunteer system is becoming a 
great strain. Apart from overall num
bers, there are also acute shortages in 
the active forces in technical skills that 
are absolutely essential to the operation 
of our current weapons systems. The 
committee bill includes an amendment 
on minimum standards with regard to 
the qual'ty of personnel who are per
mitted to enli.st in the military. But these 
levels should be regarded as minimum 
standards. Unfortunately, the services, 
part~cularly the Army, seem unable to 
attract sufficient numbers of highly tal
ented persons who welcome the disci
pline of military life and the privilege of 
serving this Nation that are so needed to 
operate today's complex weapons sys-

-
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tems. There are many highly dedicated 
and talented people both in the active 
duty and Reserve components but these 
are not sufficient in number to fill all of 
the requirements of the active duty 
forces. 

This budget provides for additional 
ships for our Navy and the testimony is 
that we will move to a substantally in
creased Navy. I support an increased 
number of ships, but it is likely that we 
will not be able to find the manpower 
necessary with the skills and talent re
qu ~red to man these ships under the 
volunteer system. The Navy has testi
fied that it may be short 24,000 person
nel by fiscal year 1985 and that the 
shortage of experienced petty officers 
could be even larger-about 35,000. The 
target date for increasing the numbers 
of Navy ships is often stated as the year 
1990, but the experienced petty officers 
that we will have to man those ships in 
1990 are now in the Navy as junior en
listed personnel. 

It is clear to me that we need some 
different additional system beyond the 
All-Volunteer Force to fill the manpower 
needs of the services. The leaders of our 
uniformed services need to make this 
message clear to the Congress and the 
pubUc. This will not be possible, though, 
until the President makes the need 
known to the people and frees the mili
tary leaders to not only give their views 
but also advocate a better way of pro
viding manpower for the defense of our 
country. 

In sum, Mr. President, this bill pro
vides for substantal increases in the 
money devoted to the Department of 
Defense and the money devoted to mili
tary manpower. But despite these in
creases in funding levels, the limits on 
our mobilizaton preparedness, the limits 
on our ability to expand our Army and 
Navy, and the limits 041 our ability to 
operate and maintain complex weapons 
systems are not funds. These lmits are 
all in personnel. If we want to go beyond 
these limits and enhance our military 
strength, then it seems clear to me that 
we must return to a fair and equitable 
Selective Service System to provide a 
reliable source of manpower. 

OPERATIONS AND MAINTENANCE 

Although much of the public interest 
in the authorization bill focuses on the 
weapons systems included in it, $63.6 
billion of the $136.5 billion authorized 
is for operations and maintenance-the 
budget for the operating and training 
levels and the crucial maintenance ac
tivities. This is the first year that these 
funds have required authorization prior 
to appropriation actions. 

The large amount of money included 
should provide sufficient funds to make 
very desirable changes in readiness in
cluding increases in flying and steaming 
hours for our aircraft and ships· elimina
tion of all depot maintenance' backlogs 
for tracked vehicles and aircraft in the 
Army; and elimination of the depot 
maintenance backlog for aircraft en
gines. These programs if executed in the 
same way as planned will enhance the 
readiness of our current weapons. 

I am concerned that this very impor
tant area of readiness continue to receive 

priority attention. A plane that cannot 
fly or a ship that does not sail because 
of maintenance problems or lack of fuel 
does not add to our military capability. 
The President's budget projections · now 
indicate that in every year from 1982 
through 1986, operations and mainte
nance funds will get a decreasing share 
of the Defense budget-dropping from 33 
percent to 25 percent of the total budg
et. Even if fuel prices and other items 
do not increase in cost beyond what is 
projected, it may be necessary to devote 
more of the budget to operating and 
maintaining the forces at accepted levels 
of combat readiness. 

PROCURE:MENT POLICY 

We are unfortunately all too familiar 
with the skyrocketing costs of many of 
our major weapon systems. The rise in 
unit costs for many of these systems
over just a 1-year period-is discon
certing. Some weapons, such as the Ma
rine LVT-7A1 amphibious assault vehicle 
and the Army Hellfire antitank missile 
have more than doubled in cost in 1 
year. The unit cost of the Navy's Lamps 
helicopter rose 40 percent between the 
fiscal year 1982 cost projection given to 
us last year and the cost in the Defense 
budget request. The unit cost of the Ar
my's M-1 tank rose 75 percent during 
the same time period, while the fighting 
vehicle jumped 50 percent in cost in 1 
year. 

There are many reasons for these 
extraordinary cost increases. Underesti
mated inflation, stretched-out acquisi
tion programs at uneconomical produc
tion rates, raw material shortages, pro
duction bottlenecks, lack of competition 
in acquiring major weapon systems, and 
the growing technological complexity of 
the systems themselves all fuel these ris
ing unit costs. Whatever the reasons, 
bad management-government and con
tra·ctor-must not be ruled out as a cause 
of inflated prices, and some concrete 
steps must be taken to rein in these 
galloping costs. In an era of budget aus
terity, our prime procurement policy 
must be frugality. Our goal must be to 
get the most for every defense dollar we 
spend. 

This bill contains a couple of initia
tives which are aimed at helping to meet 
this objective. The first is the relaxation 
of the restrictions on the use of existing 
multiyear contracting authority. Multi
year contracts, by penalizing Defense 
for vacillating on designs or planned 
procurement amounts, may instill 
greater stability in the way programs 
are funded by Congress and managed 
by Defense. And by giving contractors 
assurances of greater program stability 
and more economical production rates, 
cost savings may accrue. But multiyear 
contracting can, and should, only be 
used in connection witll programs with 
mature design configurations, solid cost 
histories, and for which there is a de
cided and continuing need. The bill sets 
forth specific criteria incorporat:ng 
these characteristics as mandatory 
guidelines for Defense's use of multiyear 
contracting. 

Another long-lived provision which 
will help insure broader competition for 
Defense purchases is the Maybank 

amendment, which the committee is 
properly recommending be placed in 
permanent law. I believe the Depart
ment of Defense, even with the May
bank restrictions, already does a lot for 
areas of high unemployment designated 
as labor surplus areas by the Depart
ment of Labor. In fiscal year 1980, over 
$25 billion in defense procurement dol
lars went to those areas. Billions more 
defense dollars went to locales also with 
high unemployment rates but just below 
the qualifying level for labor surplus 
areas. 

These types of legislative initiatives 
hopefully will at least slow the growth 
of unit costs. Greater use of competi
tion, even for major weapon systems ac
quisitions, also could help. For example, 
the committee has recognized that po
tential this year with respect to the 
fighting vehicle. 

While the bill takes these two positive 
steps which will be useful in the battle 
against unit cost increases, there is one 
other issue which, as a matter of pro
curement policy, I feel compelled to 
mention. 

rt relates to profit limitations on de
fense contractors. The bill repeals ·the 
Vinson-Trammell Act, an antiquated, 
outmoded statute, but the last vestige of 
profit limitation legislation on the books. 
I am not here and now attempting to 
make a case for such limi,tations. The 
question, like our procurement process, 
is a complex one which should be con
sidered closely. The Congress made a 
firm commitment l·ast year to develop an 
alternative profit limitation system and 
to make recommendations to both Houses 
on 'this important question. I, for one, 
believe we should live up to that com
mi:tment. We are entering an era of in
creased defense spending much like that 
which generated the Vinson-Trammell 
Ac·t itself. Therefore, we would do well 
to examine the adequacy of our safe
guards against exr.ess profits. 

CONCLUSION 

In conclusion, Mr. President, I think 
it is appropriate t·o pause and consider 
where we are going as far as national 
security and defense is concerned and 
how this fits into the broader picture of 
our total national intent. Unfortunately, 
we have Httle information on ·the defense 
program beyond fiscal year 1982, other 
than the total doHar figure. For exam
ple, we do not have a 5-year shipbuilding 
program 'to support the 600-ship Navy. 
Nor do we have specific recommenda
tions on many key programs. The strate
gic area is of particular ambivalence as 
we have no decision on two of the major 
programs for preserving the strength of 
our strategic foTces, a new strategir. com
bat vehicle and the MX land-based mis
sile, and this bill deletes the Trident sub
marine requested for fiscal year 1982. So, 
while we are encouraged by a commit
ment of money in general to strengthen
ing our defense, there are several im
portant areas of uncertainty regarding 
how this will actually be carried out. I am 
concerned about the ability of the admin
istration and the Congress to sustain this 
increased commitment to national de
fense. 

The ·broad public support which de-
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fense now enjoys could be eroded very 
swif.tly if we find stepped-up defense 
spending causes further weakening of 
the national economy through added in
flation. If inflation does not abate, the 
fiscal year 1982 defense program may 
not be able to be executed with this 
budget. If the estimated inflation rate 
for procurement of the planes, ships, 
tanks, and ammunition is too low, there 
may not be enough money to pay for all 
that in this bill. This stepped-up defense 
program must draw from an industrial 
base that has shrunk in the last 10 years. 
Adding more money without expanding 
the industrial base will not give more de
fense, it will be the same defense at a 
higher price. This bill then is just a 
starting point. It will require careful 
management attention by the executive 
branch to bring this program-the 
weapons, supplies, and manpower-into 
reality. But we must start somewhere, 
and I urge ·all my colleagues to support 
and vote for this bill. 

Mr. President, again I commend the 
distinguished Senator from Texas. He is 
a tremendous worker who puts in so 
much time. I have been thinking he 
would slow down, but he does not, after 
all these years. It is a pleasure to work 
with him. 

I would like to thank the staff of the 
committee. I do not want us to go too 
far in trying to divide them up. 

I echo what the Senator from Texas 
has said when he mentioned that we 
wanted to keep this on a bipartisan route, 
that military defense is for the defense 
of all, in all areas. There is no other 
justification. 

I think a great deal of the influence 
this committee has had over the years 
has been due to the fact that fellow mem
bers believe that we try to keep it on 
that level and the the American people 
who are familiar with that have thought 
that. It has been contributed to by many, 
many who have passed through these 
Chambers, who are not with us any more. 

I am proud that the Senator from 
Texas is carrying on in that way, and 
that others are joining him. 

I lean with the committee system any
way. My votes on matters such as the 
resolution we just passed may be con
trary to the way I would vote on that 
matter standing alone, but I was voting 
with the committee system. That is the 
only way the Senate can operate, through 
our system of committees. When we let 
that become secondary or let it run down, 
we destroy the Senate. 

Mr. President, that will conclude my 
remarks for tonight, and I yield the floor. 

The PRESIDING OFFICER. The Sen
ator from Texas. 

Mr. TOWER. Mr. President, I thank 
my distinguished colleague from Missis
sippi for his very generous remarks and 
his supporting statement concerning the 
bill now under consideration. 

Needless to say, his contribution to this 
and his cooperation in moving the bill 
along expeditiously have been greatly 
appreciated. 

I share his concern about the growing 
cost of defense. I think it is more incum
bent on our committee now than ever 
before to make sure that we scrutinize 

very carefully the requests submitted to 
us to make sure that the American 
people, to the extent we are able to exer
cise oversight, get their dollar's worth 
on the defense expenditures that we 
authorize. 

Mr. COHEN. Mr. President, as chair
man of the Sea Power and Force Proj ec
tion Subcommittee of the Armed Services 
Committee, I would like to present sev
eral of the committee's major recom
mendations. 

First, I can now favorably comment on 
the timely decision of the committee's 
distinguished chairman, the Senator 
from Texas, to establish this mission
oriented subcommittee. The ability to 
review sea power and projection forces 
as an entity has provided valuable in
sights into critical defense missions 
of the United States. 

Sea power and force projection encom
pass two basic missions : 

Gaining and maintaining maritime 
superiority-the ability to control vital 
ocean areas of the world when and where 
necessary. 

And projecting U.S. military power 
ashore-the ability to rapidly deploy 
fighting forces to distant world areas 
in defense of U.S. interests. 

The combined effect of the commit
tee's recommendations for sea power and 
force projection was to add $570.7 mil
lion to the President's amended authori
zation request for fiscal year 1982. The 
major portion of this increase-$430.5 
million-is for sea power, primarily for 
additions to the shipbuilding program. 
This does not reflect the c·ommittee's ac
tion on the Trident submarine which is 
included in the strategic forces. For force 
preject'ion, $140 million has been added 
with the biggest addition being for the 
LSD-41 program, offset in part by the 
major reduction of R. & D. funds for the 
C-X program. 

Mr. President, before I proceed 
further, I believe we have to put our 
defense plans in a strategic perspective. 
We exist today as an island-nation. That 
is a fact of geography and economics. 
We are dependent on the trading nations 
of the world and on the free use of the 
seas for the daily sustenance of our com
merce and industry. Without that free 
use of the seas, life in this Nation, as 
we know it today, would be starkly dif
ferent. I need only remind my colleagues 
of the trauma we suffered during the oil 
embargo in 1973-an embargo that was 
far from complete-and during the fuel 
cri·sis some 2 years ago. 

Unfortunately, the Soviet Union, our 
major competitor, is not faced with the 
same problems. While they are experi
encing severe economic difficulties, their 
difficulties are in many ways self-in
duced. Indeed, the real dependence of 
the Soviets on overseas sources of goods 
is minuscule when compared with our 
own or that of our allies and friends. The 
Soviets have the potential, if their re
sources were exploited properly, to be 
dependent on almost no one. 

Why then is this Eurasian continental 
power in the midst of a naval expansion 
of unbelievable magnitude? And why, 
for the past few years, as one of our 
colleagues so aptly put it, has the U.S. 

Navy been the step-child of America's 
defense programs? The only answers I 
can offer are neither comforting nor 
hopeful. I can only say that now is time 
for us to begin to rebuild our own mari
time capabilities. 

You will note, however, that in our 
actions, the Armed Services Committee 
did not forgo our responsibilities to the 
Oongress and to the American people. 
Where a program was unsubstantiated or 
unsupportable in terms of its cost or ita 
effeotiveness, we did not hesitate to rec
ommend its denial. And where we en
countered a proven system or one that 
provided tremendous advantages for its 
cost, we did not hesita;te to approve it or, 
in some oases, to rec·ommend additions. 
Along these lines, we have recom
mended: 

The addition of an LSD-41 class 
amphibious ship in fiscal year 1982-
the second in its class-and advance 
procurement for two ships in fiscal year 
1983; 

A subst·antial reduction of R. & D. 
funds for the controversial C-X aircraft 
and a request that the Department of 
Defeil!Se prepare a comprehensive acqui
sition strategy for addi-tional aircraft for 
congressional consideration; 

The full approval of the requested sea
lift programs and bil'llanguage that will 
direct expenditure of fiscal year 1981 
funds f·or programs compatible with the 
request for fiscal year 1982; 

And the assignment to the Secretary 
of the Navy of program responsibility 
for lightweight armored vehicles to be 
used by rapid deployment force units. 

As the chairman has already men
tioned, we also recommended: 

The denial of funds to reactivate 
Oriskany,· 

The a;pproval of funds to reactivate 
and modernize New Jersey and the ap
proval of advance procurement for a sec
ond battleship reactivation; 

The addition of three FFG-7 class 
frigates; 

And deletion of advance procurement 
for the conversion of the cruise liner, SS 
United States, into a hospital ship and a 
request that the Department of Defense 
provide the Congress with better justi
fication and evidence that all available 
altern•rutives have been closely examined. 

The net result of all shipbuilding rec
ommendations including the commit.tee's 
actions on the Trident submarine was an 
increase of three new construction ships 
and the loss of one reactivation for an 
increase that brought the total ship
building authorization to 35 ships; 22 of 
which are new construction, the rest 
being conversions, reactivations, or ac
quisitions. 

This is the type of program that we 
must sus.tain if we expect to revitalize 
America's maritime and force projection 
strength; a program that builds our 
Navy, as well as our airlift and sealift 
forces, while it maintains •a fiscally re
sponsible oversight of the entire process. 

Mr. President. we really have no choice 
in this matter. Given America's depend
ence on overseas mineral and energy re
sources and the trading patterns of the 
Nation's industries, the necessity for a 
strong U.S. NaVY and a viable and ca-
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pabl9 rapid deployment force is &bsolute. 
It is our responsibility to insure that that 
is what the Nation gets; nothing less. I 
believe that the defense bill you have be
fore you helps to move us in that direc
tion. 

Mr. 'I'HURMOND. Mr. President, I rise 
in support of the pending defense au
thorization bill, S. 815, which provides 
recommendations of $136.5 billion for fis
cal year 1982. 

This bill includes, for the first time, 
the authorization of operations and 
maintenance funds for the Defense De
partment. This account, formerly lim
ited to action by the Appropriations 
Committee, totals $63.5 billion for fiscal 
yep,r 1982. 

Other major categories recommended 
for authorization in this bill include 
$51.7 billion for procurement, $21.1 bil
lion for research, development, test, and 
evaluation, and $126 million for civil 
defense. 

Mr. President, the total funds recom
mended in this bill are within a few mil
lion of the total recommended in Presi
dent Ronald Reagan's budget. However, 
the committee has made a nwnber of 
changes from the President's request. 

DEFENSE GROWTH OF 15 PERCENT 

First, it should be noted that this de
fense bill is a part of a historic and dra
matic move to rebuild our defense forces. 
In President Reagan's revised defense 
budget, he has increased the fiscal year 
1981 and fiscal year 1982 requests by ap
proximately $36 billion. This has resulted 
in a real growth increase of about 15 
percent over the fiscal year 1981 defense 
budget of former President Jimmy 
Carter. Thus, this is a watershed year 
and will send a clear signal that the 
United States intends to rebuild its de
fense forces and restore its ability to 
protect its interests throughout the. 
world. 

PROCUREMENT HIGHLIGHTS 

While this bill falls short of the spend
ing expected by the Soviet Union over a 
similar period, it nevertheless represents 
a dramatic and highly significant initia
tive by the United States to enhance 
our national security. Some of these ini
tiatives include: 

Flrst, h~gher rates of procurement 
which increase. our inventories faster and 
at a lower cost. 

Second, funds to procure or begin pro
curement of a modern manned bomber, 
such bomber probably to be derived from 
the B-1. 

Third, a total of $2.4 bUlion in funds 
to move forward with an MX system nec
essary to modernize our increasingly 
vulnerable land based strategic missile 
force. 

Fourth, funds totaling $616 million 
in National Guard and Reserve initia
tives to modernize and strengthen these 
forces. 

Fifth, an increase of three ships to 
accelerate the Navy's rebuilding program, 
long lead funds for a new Nimitz class 
nuclear aircraft carrier and increased 
funds for reactivation of the battleship 
New Jersey. 

Sixth, nearly $1 billion in funds to 
procure air launched and ground 
launched cruise missiles. 

Seventh, around $2 billion to procure 
new M-1 battle tanks and infantry 
.fighting vehicles. 

Eighth, about $7 billion for aircraft 
procurement. 

These E.re some of the procurement 
highlights of this legislation. However, 
it also contains important provisions 
aimed at stimulating our industrial base 
and getting the most out of the defense 
doliar. 

KEY LEGISLATIVE ITEMS 

There is a serious question as to the 
capability of our Nation to respond to a 
national emergency from the stand
point of defense production. This bill 
addresses that concern by providing 
provisions on multiyear procurement 
and repeal of the outmoded Vinson
Tr.ammell Act. 

It also provides for full restoration of 
the Maybank amendment which pro
hibits defense dollars from being placed 
in economically troubled areas when 
that placement increases the cost of de
fense goods. 

Mr. President, this bill further pro
vides funds to accelerate the reactiva
tion of the battleship New Jersey, an 
effort which I vigorously promoted in the 
last Congress. 

Another important feature of s. 815 
is increased civilian manpower to relieve 
our combat soldiers in Europe from 
housekeeping duties which interfere 
with their more important training 
mission. 

In conclusion, this legislation is a 
benchmark in the return of our Nation 
to a position of military strength. While 
the neglect of the last decade cannot be 
overcome in 1 year, we are boldly 
initiating in this bill the programs 
which will eventually enable us to better 
insure our national security. 

AMENDMENT NO. 49 

(Purpose: To require approval by both 
Hous:s of Congre.::s with regard to the 
basing mode for the MX missile) 

Mr. LEVIN. Mr. President, I call up 
my amendment and ask for its immedi
ate consideration. 

The PRESIDING OFFICER. The clerk 
will state the amendment. 

The assistant legislative clerk read as 
follows: 

The Senator from Michigan '(Mr. LEVIN) 
for himiself, Mrs. KASSEBAUM, Mr. CHAFEE, 
Mr. EAGLETON, Mr. CRANSTON, and Mr. 
BuMPFRs, proposes an amendment num
bered 49. 

On page 24, beginning with line 22, strike 
out au down through line 25 on page 28 and 
insert in lieu thereof the following: 

MX MISSILE AND BASING MODE 
SEc. 206. (a) None of the funds authori:z.ed 

to be wppropriated by this title may be obli
gated or expended for the engineering de
velopment of an operational basing mode for 
the MX missile unless and untll-

(1) the President has submitted a. written 
report to the Congress containing his deci
sions on the MX missile and basing develop
ment, procurement, and construction pro
gram which specifically describes the pro
posed. basing mode for such mlsslles; 

. 

(2) the Secretary of Defense submits to 
the Committees on Armed services of the 
Senate and the House of Representatives a 
report in writing containing (A) a. justifica
tion of the proposed basing mode refe.rred 
to in clause (1), and (B) a comparison and 
evaluation of alternative basing mode pro
grams; and 

( 3) within sixty days after the day on 
which the President's report has been re
ceived by the Congress, the Senate and the 
House of Representatives have agreed to a 
joint resolution expressing approval of the 
proposed basing mode. 

For the purposes of this section, the term 
"resolution" means only a joint resolution 
of the Senate or the House of Representa
tives, as the ca.se may be, the matter a.!ter 
the resolving clause of which is as follows: 
"That the Congress of the United States ap
proves the proposed basing mode for the 
M::x misslle as reported to the Congress on 

", the blank space therein being 
filled with the date on which the report 
descl'ILbed in subsection (a) (1) was received 
by the Congress. 

(c) Such resolution shall be referred to the 
Committee on Armed Services of the House 
in which the resolution was introduced. 

(d) If the committee to which a resolution 
has been referred has not reported it at the 
end of twenty calendar days after its intro
duction, such committee shall be automati
cally discharged from further consideration 
of such resolution and such resolution shall 
be placed on the appropriate calendar of the 
House concerned. 

(e) When the committee has reported, or 
has been automatically discharged from fur
ther consideration of such resolution, it is at 
any time thereafter in order (even though a 
previous motion to the same effect has been 
disagreed to) to move to proceed to the con
sideration of the resolution. The motion 1s 
privileged and is not debatable. An amend
ment to the motion is not in order, and it is 
not in order to move to reconsider the vote by 
which the motion is agreed to or disagreed to. 

(f) Debate on the resolution shall be lim
ited to not more than thirty hours, which 
shall be divided equally between those favor
ing and those opposing the resolution. A 
motion further to limit debate is not debat
able. An amendment to, or motion to recom
mit, or motion to table the resolution is not 
in order, and it is not in order to move to 
reconsider the vote by which the resolution 
is agreed to or disagreed to. 

(g) Motions to postpone the consideration 
of a. resolution, and motions to proceed to 
the consideration of other business, shall be 
decided without debate. 

(h) Appeals from the decisions of the 
Chair relating to the application of the rules 
of the Senate or the House of Represen ta
tives, as the case may be, to the procedure 
relating to a resolution shall be decided with
out debate. 

( i) If, prior to the passage by one House of 
a resolution of that House with respect to 
the proposed basing mode for the MX missile, 
that House receives a resolution with respect 
to the same matter from the other House 
then the following procedure applies: 

( 1) If no resolution of the first House with 
.respect to such matter has been referred to 
committee, no other resolution with respect 
to tohe s!l.me mattoc may be rer>ort.ed or (de
spite the provisions of subsection (e)) be 
made the subject of a motion to discharge. 

(2) If a resolution of the first House with 
respect to such matter has been referred to 
committee-

(A) the procedure with respect to that or 
other resolutions of such House with respect 
to such matter which have been referred to 
committee shall be the same as if no resolu
tion from the other House with respect to 
such matter had been received; but 
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(B) on any vote on final passage of a reso

lution of the first House with respect to such 
matter the resolution from the other House 
with respect to such matter shall be auto
matically substituted for the resolution of 
the first House. 

(J) 'l'he vote on final passage of a resolu
tion with respect to the President's decisions 
on a basing mode for the MX misslle shall 
take place in each House not later than thirty 
days after that resolution is reported, or is 
automatically discharged from the commit
tee. 

(k) Whenever the President transmlts 
copies of the report referred to in subsection 
(a) (1) to the Congress, a copy of such re
port shall be delive,red to each House of 
Congress on the same day and shall be de
livered to the Clerk o! the House of Repre
sentatives 1f the House 1s not in session and 
to the Secretary of the Senate 1t the Senate 
is not in session. 

(1) Subsections (b) through (J) are en
acted by the Congress-

(1) as an exercise of the rulemaking power 
of the Senate and the House of Representa
tives, respectively, and as such they are 
deemed a part of the rules of each House, 
respectively, but applicable only with re
spect to the procedure to be followed in that 
House in the case of resolutions described in 
subsection (b). and they supersede other 
rules only to the extent that they are incon
sistent therewith; and 

(2) wtth full recognition of the constitu
tional !right of either House to change the 
rules (so far as relating to the procedures of 
that House) at any time, in the same man
ner and to the same extent as in the case of 
any other rule of that House. 

Mr. TOWER. Mr. President, it is my 
understanding that the pending business 
is the amendment offered by the Senator 
from Michigan <Mr. LEVIN). Is that cor
rect? 

The PRESIDING OFFICER. The Sen
ator is correct. 

Mr. TOWER. Mr. President, I suggest 
the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. TOWER. Mr. President, I ask 
unanimous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

S. 1154-TAXATION OF FRINGE 
BENEFITS 

Mr. STEVENS. Mr. President, it is 
with pleasure that I join the Senator 
from Georgia in cosponsoring Senate 
bill S. 1154. In recent years, we have 
seen a continuing attempt by the In
ternal Revenue Service to tax employee 
benefits that have never traditionally 
been considered income. 

The purpose of this legislation is to 
stem the IRS's enthusiasim for taxing 
these benefits. Proposals by the ffiS to 
tax these employee benefits would cer
tainly have an adverse impact of many 
residents in Alaska, particularly on those 
who work for the State's airlines. 

It is unfortunate, Mr. President, that 
Congress must take remedial measures 
every time the ms cannot restrain itself 
from harassing the average citizen, as 
demonstrated by the proposals I have 
mentioned here and recent incidents 
concerning Alaskan taxpayers in Fair-

banks. It is my hope for the future that 
the President's philosophy on taxation 
will be expressed not only in law, but 
also in the conduct of the Internal 
Revenue Service. 

COMMENDATION OF THE AMERICAN 
INSTITUTE OF AERONAUTICS AND 
ASTRONAUTICS ON THE OCCA
SION OF ITS 50TH ANNIVERSARY 

Mr. THURMOND. Mr. President, this 
month, the American Institute of Aero
nautics and Astronautics is celebrating 
its 50th anniversary. It is a time to re
fiect on the past accomplishments of this 
great institution and to look toward its 
future. 

In the 78 years since Kitty Hawk, the 
dream of human fiight has progressed 
from a centuries-old myth about Daeda
lus and Icarus through perceptive ob
servations by Leonardo da Vinci to a 
well-accepted, reliable transportation 
system without which modern life would 
be impossible. Easy and comfortable air 
travel, available to almost everyone, has 
permitted rapid personal contact be
tween people around the globe. It has 
changed the way we think, feel, and deal 
with our international neighbors. 

In the 55 years since Robert Goddard 
launched the first liquid-propelled 
rocket, space fiight has progressed from 
Jules Verne's science fiction to a point 
where the man in the street benefits 
immensely from communication, 
weather, resource-mapping and other 
types of satellites. The Space Shuttle is 
opening up cis-lunar space to a variety 
of economical commercial and military 
operations. Scientific spacecraft of the 
Voyager class reveal more of the secrets 
of hitherto mysterious heavenly bodies 
in a week than was known in all of pre
vious human history. 

Mr. President, the American Institute 
of Aeronautics and Astronautics can be 
proud that for five decades almost every 
idea that has advanced aviation and 
space technology began with an AIAA 
member. Their history shines with the 
names of men and women who have left 
their marks as visionary technical lead
ers, researchers, inventors, educators, 
managers and businessmen. The Insti
tute, with its predecessors, the American 
Rocket Society and the Institute of the 
Aeronautical Sciences, provides the in
tellectual leadership and the unifying 
force which permits aerospace progress 
to be truly breathtaking. 

The AIAA's meetings and publications 
often disseminate exciting information 
about new and important scientific and 
technological advances, Mr. President, 
thus planting seeds and cross-fertilizing 
other worthwhile ideas. Their members 
have helped to establish the new 
sciences of aeronautics and astronautics 
and the new discipline known as system 
engineering. They have given new di
mensions to system reliability and 
safety, and have laid the scientific 
groundwork for extensive and accurate 
systems simulation and testing. In short, 
they have made a great impact on civil
ization, and I commend them on their 
noteworthy achievements. 

Mr. President, I am not alone in offer-

ing congratulations and best wishes to 
the American Institute of Aeronautics 
and Astronautics. President Reagan, 
Vice President BusH, and Secretary 
Weinberger, among numerous others, 
have also extended their congratulations 
and best wishes. I ask unanimous con
sent that the texts of their letters be 
printed in the CONGRESSIONAL RECORD 
following these remarks. 

There being no objection, the letters 
were ordered to be printed in the 
RECORD, as fOllOWS: 

THE WHITE HOUSE, 
Washington, D .C., May 12, '1981. 

I am delighted to extend congratulations 
and best wishes on the 50th anniversary of 
the American Institute of Aeronautics and 
Astronautics. 

Throughout its history, the United States 
has been blessed with men and women who 
have made very significant conributions to 
the advancement of knowledge and the bet
terment of mankind. The members of the 
AIAA typify this great tradition in your 
commitment to the expansion of the 
frontiers of aeronautics and space. Your 
achievements have been and wm continue 
to be an inspiration to the nation and to the 
entire world. 

I applaud your accomplishments and, 
again offer my congratulations. 

With warm personal regard, 
Sincerely, 

RoNALD REAGAN. 

T~E VICE PRESIDENT, 
Washington, D.C., April 16,1981. 

Mr. JAMES J. HARFORD, 
Executive Secretary, AIAA, 
Washington, D.C. 

DEAR MR. HARFORD: Ma.y I extend my con
gratulations to the American Institute O!f 
Aeronautics and Astronautics on the occa
sion of your 50th Anniversary. 

We are all aware o! the contributions 
AIAA ha.s ma.de to our nation and to the 
world. Thanks to the vision and crea.tivity 
of your members, we are constantly witness
ing new marvels of flight. 

All best wishes for your continued achieve
ments and ideas that wm, a.mong other 
things, propel us into a new era of spa.ce 
transportation. 

Sincerely, 
GEORGE BUSH. 

THE SECRETARY OF DEFENSE, 
Washington, D .C., March 28,1981. 

Mr. JAMES J. HARFORD, 
Executive Secretary, American Institute of 

Aeronautics and Astronautics, Washing
ton, D.C. 

DEAR MR. HARFORD! My congratulations to 
the American Institute of Aeronautics and 
.Astronautics on its 50th Anniversary! The 
AIAA and its predecessors, the Institute of 
Aeronautical Sciences and the American 
Rocket Society, have stimulated professional 
competence throughout the development of 
aeronautics and space fiighti---5urely a.mong 
the most technically exciting, economically 
important and socially significant develop
ments yet achieved by the human mind and 
h&nd.. 

The United States has led the world in 
aerospace capab111ty during the past 50 years, 
and the AIAA has played a substantial role 
in that accomplishment. The competition 
wm be stiffer during the next 50 years; the 
professionru stimulation provided by the 
AIAA will be even more indispensable 1f we 
are to continue as the world's leader in aero
space. I hope and believe that we shall suc
ceed, and I feel certain that the nation w111 
have even better reason to thank the AIAA 
on its 100th Anniversary. 

Sincerely, 
CASPAR W. WBINBDGD. 
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THE DEATH OF FRANCIS HUGHES 

IN NORTHERN IRELAND 
Mr. KENNEDY. Mr. President, the 

death of F'rancis Hughes is a new tragedy 
for Northern Ireland at a time when its 
people have already suffered too much 
tragedy. 

It is also a death that might have been 
avoided by a more flexible approach of 
the British Government toward reforms 
in the administration of the Maze Prison. 

Two hunger strikers have died already. 
Two others are now approaching critical 
phases of their own protests. Still an
other prisoner has begun a protest of his 
own. 

I call upon the British Government to 
break this endless spiral of death, to end 
its posture of inflexibility, and to find a 
fair and humanitarian solution to the 
other hunger strikes before additional 
needless tragedies occur. Surely the lead
ers of Great Britain has a responsibility 
to seek a sensible and reasonable com
promise on the practical issues in the 
hunger strikes, without compromising in 
any way on the basic principle of oppo
sition to violence. 

I condemn the killing and the destruc
tion on all sides in Northern Ireland. I 
urge all those who care about the cause 
of peace to resist any calls for further 
violence after this latest tragedy. 

The deaths of Bobby Sands last week 
and of Francis Hughes this week are sad 
testimony to the ongqing crisis in North
ern Ireland and to the urgent need for 
leaders of good will in both parts of the 
community to come together in a com
mon search for peace. If these senseless 
deaths are to have any hopeful mean
ing, let it now be seen in a firm renunci
ation of further violence, and a clear re
dedication by all the parties to the search 
for a peaceful settlement. 

REMARKS BY PRESIDENT AT 
HOLOCAUST CEREMONY 

Mr. PROXMIRE. Mr. President, 
Thursday, April 30, was Holocaust 
Memorial Day. President Reagan, at a 
"Day of Rememberance" ceremony for 
holocaust victims at the White House, 
spoke of the importance of remembering 
the holocaust as the years pass. He spoke 
movingly about the danger of such a 
tragedy occurring again. He is right. We 
must not forget. 

Secretary of State Haig at his con
firmation hearing confirmed this admin
istration's recognition that we can do 
more than remember. We can ratify the 
Genocide Convention. What better way 
to prevent another incidence of genocide 
than to make genocide an international 
crime. 

The President made his remarks very 
eloquently. I ask unanimous consent 
that the New York Times transcript of 
President Reagan's remarks, printed in 
the Friday, May 1 edition, be printed in 
the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

REMARKS BY PRESIDENT AT HOLOCAUST 
CEREMONY 

I feel a little unnecessary because I don't 
know that anyone could say anything that 

would add to those words that we just heard. 
It is a particular pleasure for me to be here 
with you today. This meeting, this ceremony 
has meaning not only for people of the Jew
ish faith, those who have been persecuted, 
but for all who want to prevent another 
Holocaust. 

Jeremiah wrote of the days when the Jews 
were carried off to Babylon and Jersusalem 
was destroyed. He said, "Jerusalem weeps in 
the night and tears run down her cheeks." 
Today, yes, we remember the suffering and 
the death of Jews and of all those others who 
were persecuted in World War II. We try to 
recapture the horror of mlllions sent to gas 
chambers and crematoria. And we commem
orate the days of Aprll in 1945 when Amer
ican and Allied troops liberated the Nazi 
death camps. The tragedy that ended 36 
years ago was still raw in our memories be
cause it took place, as we've been told, in our 
life time. We share the wounds of the sur
vivors. We recall the pain only because we 
must never permit it to come again. And, 
yet, today, in spite of that experience, as an 
entire generation has grown to adulthood, 
who never knew the days of World War II, 
and we remember ourselves, when we were 
younger, how distant history seemed, any
thing that came before our time-and so the 
signs do exist, the ugly graffiti, the act of 
violence, the act of terrorism here and there, 
scattered throughout the world and not 
quite large enough in dimension for us to 
rally as we once did in that war. 

HORROR ON THEm FACES 

I'm horrified today when I know that in 
here, that there are actually people now try
ing to say that the Holocaust was in,'vented, 
that it never happened, that there weren't 
six mlllion people whose live3 were taken 
cruelly and needlessly in that event, that all 
of this is propaganda. Wen, the old cUche 
that a picture is worth a thousand words. 
In World War II, not only do we have the 
survivors today to tell us first-hand, but in 
World War II, I was in the m111tary and as
signed to a post where every week, we ob
tained !rom every branch of the service all 
over the world the combat film that was 
taken by every branch. And we edited this 
into a secret report !or the general staff. We 
had access to and saw that secret report. 

And I remember April '45. I remember see
ing the first film that came in when the 
war was stlll on, but our troops had come 
upon the first camps and had entered those 
camps. And you saw, unretouched-and no 
way that it could have even been rehearsed
what they saw-the horror they saw. I felt 
the pride when, in one of those camps, there 
was a nearby town, and the people were or
dered to come and look at what had been 
going on, and to see them. And the reaction 
of horror on their faces was the greatest proof 
that they had not been conscious of what 
was hapf ening so near to them. 

And that film still, I know, must exist 
in the m111tary, and there it is, living mo
tion pictures, for anyone to see, and I won't 
go into the horrible scenes that we saw. But, 
it remains with me as confirmation of our 
right to rekindle these memories, because we 
need a.lways guard against that kind of 
tyranny and inhumanity. Our spirit is 
strengthened by remembering and our hope 
is in our strength. There is an American 
poem that says humanity, with all its !ears 
and all its hopes, depends on us. 

RESPONSIBILITY AS FREE PEOPLE 

As a matter of fact , it was the Pope at 
the end of World War II when the world 
was so devastated, and yet , we alone remained 
so strong, who said, "America has a genius 
!or great and unselfish deeds, and into the 
hands of America, God has placed an affiicted 
mankind." I think that that was a trust 
gtjven to us that we should never betray. 
It is this responsib111ty as free people that 

we face today. It's this commitment among 
free people that we celebrate. 

The hope of a ceremony such as this is 
that even a tortured past holds promise if 
we learn its lesson. According to Isaiah, therf" 
will IJe a new haven and a new earth and the 
voice of weeping will be heard no more. To
gether, with the help of God, we can bear the 
burden of our nightmare. It is up to us to 
ensure that we never live it again. 

Theodore Roosevelt said that the Presi
dency was a bully pulpit. Well, I for one, 
intend that this bully pulpit shall be used 
on every occasion, where it is appropriate, 
to point a finger of shame at even the ugli
ness of graffiti, and certainly wherever it 
takes place in the world, the act of violence 
or terrorism, and that even at the negotiat
ing table, never shall it be forgotten for a 
moment that wherever it is taking place in 
the world, the persecution of people, !or 
whatever reason-persecution of people !or 
their religious belief-that is a matter to 
be on that negotiating table or the United 
States does not belong at that table. 

ALASKA IS COLD COMFORT TO JOB
SEEKING OUTSIDERS 

Mr. STEVENS. Mr. President, there 
was 'a brief article in the Wall Street 
Journal last week that I want to bring 
to the attention of my colleagues, who 
may be getting questions on the subject. 

The article is entitled "Alaska Is Cold 
Ccmfort to Job-Seeking Outsiders," and 
tells of the recent warning from my 
State to Americans in the lower 48 not 
to come north to Al~ask:a this summer 
looking for work. 

Many people do not realize that Alas
ka's unemployment rate is higher than 
the national average. Th·ere are not 
enough jobs for Alaskans, much less for 
non-Alaskans looking for summer work. 

I ask unanimous consent that the 
WaH Street Journ·al article and the news 
release from the State of Alaska be 
printed at this point in the RECORD. 

There being no objecti·on, the material 
was ordered to be printed in the REc
ORD, as follows: 
ALASKA Is CoLD CoMFORT To JoB-SEEKING 

OUTSIDERS 

Alaska. is turning a cold shoulder to out
siders loo:k,ing for work in the &ta.te. 

In ·a. statement released by the Alaska 
Department of Labor, officials warned job 
seekers to stay awa.y this summer. "There 
are few jobs avalla..ble in the sta.te," says 
Le.bor Commissioner Edmund N. Orbeck, not
ing that construction of the Ala.ska. High
way Gas Pipeline Project hasn't begun yet 
and that hiring for that project won't occur 
before 1983. 

To back up their warning, officials add 
thwt the state's unemployment ra.te averaged 
10 % last year and note that "an excessive 
pool of unskllled labor" already exists in ·the 
state. "Job seekers shouldn't venture to 
Ala.ska looking for work unles.s they ha.ve a 
minimum of $2,000 and a. return ticket 
home," says the labor agency. 

JOBS ARE SCARCE IN ALASKA--.7 OB SEEKERS 
URGED To STAY HOME 

JUNEAU.-The A·laska. Depal'!tmen.t o! La
bor has issued a wa.rning urging job seekers 
not to look to Alaska for work this summer 
season. Commissioner of La:bor, Edmund N. 
Orbeck, says "there are few jobs ava.ilable 
in Alaska. The Alaska Highwa-y Gas Pipeline 
Project has not begun construction in the 
state. Based on the most recent information 
from the project sponsor and gover.nmen.tal 
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agencies, no signitlcaillt Gas lAne hiring will 
take place until at least 1983." 

Alaska's unemployment rate averaged 10 
peroent for the year which is higher than 
the national average of 7 percent, according 
to Orbeck. Alaska continues to have a high 
cost O'f Uvlng. 

"This year the federal hiring situation, 
the cuts in public service jobs and high in
terest rates continue ·to impact Alaska jobs 
to a greater degree than nationally due to 
Alaska's llmited employment base," the Com
missioner said. 

There remains an excessive pool of un
skilled labor throughout the state. Semi
skllled and skilled workers are available for 
the foreseea:ble future from those workers 
now residing in Alaska. 

Job seekers should be warned of bogus 
advertisements offering high paying jobs or 
se111ng Alaska Job Kits for a certain dollar 
amount. This information is available for 
the cost of e. postage stamp from the State 
of Alaska.. Job seekers should not venture 
to Alaska looking for work unless they have 
a minimum of $2,000 and a return ticket 
home. Seek additional information before 
leaving home. 

MESSAGES FROM THE PRESIDENT 
Messages from the President of the 

United States were communicated to the 
Senate by Mr. Saunders, one of his 
secretaries. 

EXECUTIVE MESSAGES REFERRED 
As in executive session, the Acting 

President pro tempore laid before the 
Senate messages from the President of 
the United States submitting sundry 
nominations and a withdrawal which 
were referred to the appropriate 
committees. 

<The nominations received today are 
printed at the end of the Senate 
proceedings.> 

EXECUTIVE AND OTHER 
COMMUNICATIONS 

The following communications were 
laid before the Senate, together with ac
companying papers, reports, and docu
ments, which were referred as indicated: 

EC-1127. A communication from the Secre
tary of Agriculture, transmitting a draft of 
proposed legislation to amend Title V of the 
Housing Act of 1949; to the Committee on 
Agriculture, Nutrition, and Forestry. 

EC-1128. A communication from the secre
tary of the Navy, transmi-tting a draft of 
proposed legislation to amend title 10 of the 
United States Code by repealing the provision 
limiting compensation for members of the 
Na.va.l Research Advisory Committee to $50 
per day; to the Committee on Armed Services. 

EC-1129. A communication !rom the Gen
eral Counsel of the Department of Defense, 
transmitting a draft of proposed legislation 
to amend title 10, United States Code, to 
permit the Army and Air Force to appoint 
physicians with at least four years of service 
credit to the Medical Corps Reserve in the 
initial pay grade of o-3; to the Committee on 
Armed Services. 

EC-1130. A communication from the Sec
retary of Transportation, transmitting, are
vision to a previously submitted draft of pro
posed legislation rel~&tlng to assistance to 
mass transportation systems; to the Commtt
tee on Banking, Housing, and Urban Affairs. 

EC-1131. A communication !rom the 
Chairwoman of the Board of Directors of the 

Export-Import Bank of the United States, 
transmitting, pursuant to law, a report on 
loan, guaro.ntee and insurance transactions 
supported by the Bank during March 1981 
to communist countries; to the Committee 
on Banking, Housing, and Urban Affairs. 

EC-1132. A communication from the secre
tary of Housing and Urban Development, 
transmitting, pursuant to law, a summary 
of the study of the feasib111ty of collecting 
dellnquency data for all home mortgages; to 
the CommLttee on Banking, Housing, and 
Urban Affa.lrs. 

EC-1133. A communication from the Sec
retary of Transportation, transmitting, pur
suant to law, a report on certain actions 
taken under section 1434 of Public Law 85-
804 during calendar year 1980; to the Com
mittee on Commerce, Science, and Transpor• 
tation. 

EC-1134. A communication from the Sec
retary of Transportation, transmitting, pur
suant to law, the eleventh annual report of 
operations under the Airport and Airway De
velopment Act of 1970; to the Committee on 
Commerce, Science, and Transportation. 

EC-1135. A communication from the Sec
retary of Commerce, transmitting a draft of 
proposed legislation to extend the appropri
ation authorization for reporting of weather 
modification activities, and for other pur
poses; to the Committee on Commerce, Sci
ence, and Transportation. 

EC-1136. A communication from the Chair
man of the Civil Aeronautics· Board, trans
mitting a draft of proposed legislation to 
terminate functions of the Civil Aeronautics 
Board and to transfer certain functions of 
the Board to the Secretary of Transportation, 
and for other purposes; to the Committee on 
Commerce, Science, and Transportation. 

EC-1137. A communication from the Sec
retary of Commerce, transmitting a draft of 
proposed legislation to authorize the Secre
tary of Commerce to plan and provide for the 
management and operation of a civil land 
remote sensing satellite system, and for other 
purposes; to the Committee on Commerce, 
Science, and Transportation. 

EC-1138. A communication from the Secre
tary of Energy, transmitting, pursuant to 
law, the Motor Vehicle Alcohol Usage Study 
Report; to the Committee on Energy and 
Natural Resources. 

EC-1139. A communication from the Secre
tary of the Interior, transmitting, pursuant 
to law, a report on the receipt of project pro
posals under the provisions of the Small Rec
lamation Projects Act; to the Committee on 
Energy and Natural Resources. 

EC-1140. A communication from the Secre
tary of Energy, transmitting, pursuant to 
law. a report on the receipt of project pro
posals under the Small Reclamation Project 
Act; to the Committee on Energy and Nat
ural Resources. 

EC-1141. A communication from the Act
ing Administrator of the General Services 
Administration, transmitting, pursuant to 
law, a. list of .proposed prospectuses previous
ly submitted to the Committee on Environ
ment a.nd Public Works; to the Committee 
on Environment and Public Works. 

EC-1142. A communication from the Secre
tary of the Treasury, transmitting, pursuant 
to law, the elghth annual report on the oper
ation and effect of the Domestic Interna
tional Sales Corporation legislation; to the 
Committee on Finance. 

EC-1143. A communication from the As
sistant Secretary of the Treasury (Legisla
tive Affairs), transmitting, pursuant to law, 
project performance reports prepared by the 
International Bank for Reconstruction and 
Development, special studies prepared by the 
External Review and Evaluation Office of 
the Inter-American Development Bank and 
project performance audit reports or project 
completion reports prepared by the Asian 

Development Bank; to the Committee on 
Foreign Relations. 

EC-114'1:. A communication from the Act
ing Assistant Legal Advise for Treaty Affairs 
(Department of State), transmitting pur
suant to law, a report on international agree
ments, other than treaties, entered into by 
the United States in the sixty day period 
prior to May 7, 1981; to the Committee on 
l',oreign Relations. 

EC-1145. A communication from the Sec
retary of State, transmitting, a proposed 
change to previously submitted proposed 
legislation entitled the "International secu
rity and Development Cooperation Act"; to 
the Committee on Foreign Relations. 

EC-1146. A communication from the As
sistant Secretary of State for Congressional 
Relations, transmitting, pursuant to law, a 
report on the United States Munitions List; 
to the Committee on Foreign Relations. 

EC-1147. A communication from the secre
tary of Education, transmitting, pursuant to 
la.w, a report on administrative arrange
ments necessary to transfer the overseas de
pendents schools from the Department of 
Defense to the Department of Education; to 
the Committee on Governmental Affairs. 

EC-1148. A communication from the Act
ing Comptroller General of the United 
States, transmitting, pursuant to law, a re
port entitled "Fraud in Government Pro
grams: How Extensive Is It? How Can It Be 
Controlled?"; to the Committee on Govern
mental Affairs. 

EC-1149. A communication from the 
Mayor of the District of Columbia, trans
mitting, pursuant to law, the annual report 
on the administration of the District of 
Columbia Unemployment Compensation Act 
for calendar year 1980; to the Committee on 
Governmental Affairs. 

EC-1150. A communication from the Dep
uty Assistant secretary of Defense (Admin
istration), transmitting, pursuant to law, 
r. report on a new system of records for the 
Department of Defense for implementing the 
Privacy Act; to the Committee on Govern
mental Affairs. 

EC-1151. A communication from the 
Chairwoman of the Merit Systems Protection 
Board, transmitting, for the information of 
the Senate, a report entitled "Sexual Harass
ment In The Federal Workplace, Is It A 
Problem?"; to the Committee on Govern
mental Affairs. 

EC-1152. A communication from the 
Chairman of the Council of the District of 
Columbia, transmitting, pursuant to law, 
legislation adopted by the Council on April 
28, 1981; to the Committee on Governmental 
Affairs. 

EC-1153. A communication from the Act
ing Deputy Assistant Secretary of the In
terior for Indian Affairs, transmitting, pur
suant to law, .a report on the plan for the 
use of certain judgment funds of the Mis
sissippi and Lake Superior Bands of Chip
pewa Indians; to the Select Committee on 
Indian Affairs. 

EC-1154. A communication from the At
torney General of the United States, trans
mitting, pursuant to law, a. report stating 
that the Department of Justice will not de
rend the constltutiona.llty of a certain sec
tion of the Social Security Act on the case 
Connely v. Schweiker (D., Mass., Civll No. 
80-2735-MC); to the Committee on the 
Judiciary. 

EC-1155. A communication from the Ex
ecutive Director of the Civil Air Patrol, 
transmitting, pursuant to law, the annual 
report of the Civil Air Patrol for calendar 
year 1980; to the Committee on the 
Judiciary. 

EC-1156. A communication from the 
Chairperson of the National Advisory Coun
cil on B111ngual Education, transmitting, 
pursuant to law, the report of the Council; 
to the Committee on Labor and Human 
Resources. 
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Ec-1157. A communication from the Acting 

Administrator of the Veterans Administra
tion, transmitting a draft of proposed legis
lation to amend chapter 19 of title 38, United 
States Code, to permit the unrestricted as
signment of a beneficiary's interest in the 
proceeds of a Government Life Insurance 
policy in cases involving contested claims, 
and to increase the amounts an attorney 
may receive for representing a claimant in 
such cases, and for other purposes; to the 
Committee on Veterans' Affairs. 

EC-1158. A communication from the Acting 
Administrator of the Veterans Administra
tion, transmitting ·a draft of proposed legis
lation to amend title 38, United States Code, 
to provide additional fiexib111ty within the 
Veterans' Administration's existing medical 
personnel management system; to the Com
mittee on Veterans' Affairs. 

Ec-1159. A communication from the Di
rector of the Office of Management and 
Budget, Executive Office of the President, 
transmitting, pursuant to law, a cumulative 
report on budget rescissions and deferrals for 
May 1981; pursuant to the order of January 
30, 1975, referred jointly to the Committee 
on Appropriations and the Committeee on 
the Budget. 

Ec-1160. A communication from the 
Chairman of the National Advisory Council 
on International Monetary and Financial 
Policies, transmitting, pursuant to law, the 
special report of the Council on the General 
Capital Increase of the International Bank 
for Reconstruction and Development; by 
unanimous consent, referred jointly to the 
Committee on Foreign Relations and the 
Committee on Banking, Housing, and Urban 
Affairs. 

Ec-1161. A communication from the Sec
retary of Health ·and Human Services, trans
mitting a draft of proposed legislation to 
consolidate Federal grants to States for so
cial services, to eliminate unnecessary re
strictions on those programs and increase 
flexib111ty in a State's exercise of its respon
sib111ty for program administration, and for 
other purposes, by unanimous consent, re
ferred Jointly to the Committee on Finance, 
and the Committee on Labor and Human 
Resources. 

JOINT REFERRAL OF CERTAIN 
COMMUNICATIONS 

EC-1160 

Mr. BAKER. Mr. President, I ask 
unanimous consent that a communica
tion from the Chairman of the National 
Advisory Councn on International Mon
etary and Financial Policies transmit
ting a report from the National Advisory 
Counci~ on International Monetary and 
FinanCial Policies be jointly referred to 
the Committee on Foreign Relations and 
the Committee on Banking, Housing, and 
Urban Affairs. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Ec-1161 
Mr. BAKER. Mr. President, I ask 

unanimous consent that a communica
tion from the Secretary of Health and 
Human Services and a draft bill from 
the secretary concerning the Social Serv
ices Block Grant Act be jointly referred 
to the Committee on Labor and Hwnan 
Resources and the Committee on Fi
nance. 

PETITIONS AND MEMORIALS 

The f~llowing petitions and memorials 
were l&Jd before the Senate and were 

referred or ordered to lie on the table as 
indicated: 

POM-99. A resolution adopted by the 
House of Representatives of the Legislature 
of the State of Hawa11; to the Committee on 
Appropriations; 

"HOUSE RESOLUTION 
"Whereas, unemployment 1s a major prob

lem which has confronted the State of Ha
waii together with the rest of the nation in 
recent years; and 

"Whereas, high unemployment not only 
undermines the economy but also drains the 
State's resources in terms of increased unem
ployment benefits paid out, decreased tax 
revenues, and increased payments of public 
assistance benefits; and 

"Whereas, while some improvements in the 
unemployment rate !have been made in Ha
waii in recent months, the number of un
employed citizens is expected to rise again 
because of the imminent adverse state of the 
economy; and 

"Whereas, both the federal and state gov
ernments have addressed the problem of un-: 
employment over the years by providing pub
lic service employment programs (the Com
prehensive Employment and Training Act 
(OETA) and the State Comprehensive Em
ployment and Training (SCET) program, re
spectively) offering temporary work to un
employed persons; and 

"Whereas, in Hawaii, it is evident that 
tihe public service programs have been quite 
effective training and helping those in need 
of employment; and 

"Whereas, however, in recent months ·the 
Federal Government has announced its in
tention to completely phase out the funding 
for the federal CETA public service employ
ment program by September 30, 1981; and 

"Whereas, the curtailment of the CETA 
program will result in over 800 layoffs state
wide in the coming months; and 

"Whereas, at least fifty per cent of those 
laid off are welfare eligibles who will return 
to public assistance 1f they fail to find em
ployment; and 

"Whereas, the individuals currently par
ticipating in the CETA program are not only 
providing invaluable public service through
out the State but are also receiving excel
lent training, experience, and preparation 
for future permanent employment in the 
public as well as the private sectors; and 

"Whereas, the role of government in cre
a.ting and stimulating employment is crucial 
since possibly only government has the nec
essary resources and authority to effectively 
deal with the problem; and 

"Whereas, the most effective method to 
create more jobs and to boost the nation's 
economy during tihis period of high nation
wide unemployment is the direct funding 
by Congress of public employment programs; 
and 

"Whereas, by continuing the CET A funds 
thousands ot 1nd1v1duals nationWide who are 
quite w1lling to work but are unable to find 
jobs can be aided and saved from the stigma 
of the welfare rolls and possibly from en
gagin_g in criminal activities to make ends 
meet; now, therefore, 

"Be it resolved. by the House of Represent
atives of the Eleventh Legislature of the 
State of Hawaii, Regular Session of 1981, 
that the President of the United States and 
the United States Congress are respectfully 
requested to reconsider the decision to 
phase out the CETA public service employ
ment program and to extend and continue to 
fund the program until such time that the 
nationwide unemployment rate is improved; 
and 

"Be it further resolved That certified 
copies ot this Resolution be transinitted to 
the President of the United States. the Pres
ident of the United States senate, the 
Speaker of the United States House of 

Representatives, and to each member of the 
Hawa11 JJelegation to the United States 
Congress." 

P0M-100. A petition from a citizen of 
Miami, !<"lorida, favoring congressional co
opel·.:~.tion with the e1iorts ot the Reagan 
Administration to strengthen the m111tary 
power of the United States; to the Com
Inittee on Armed Services. 

POM-101. A resolution adopted by the 
Senate of the Legislature of the State of 
New Hampshire, to the Committee on Labor 
and Human Resources: 

"SENATE REsoLUTION No. 4 
"Whereas, Public Law 93-641 of the 93d 

Congress of the United States, known as the 
'National Health Planning and Resources 
Development Act of 1974' mandates the 
establishment of a health systems agency for 
each health service area; and 

"Whereas, Public Law 93-641 also man
dates the designation of a state agency to 
coordinate the plans and activities of all 
state health systems agencies and to admin
ister and carry out the state's health plan
ning and development functions; and 

"Whereas, the New Hampshire department 
or health and welfare has been designated 
the state agency and the office of health 
planning and development has been estab
lished in the department to carry out the 
!unctions of Public Law 93-641; and 

"Whereas, Public Law 93-641 does not 
clearly delineate different responsib111ties for 
the omce o! health planning and develop
ment and the health system agency in states 
where there is only one health systems 
agency; and 

"Whereas, the New Hampshire healtb sys
tems agency duplicates the activities and 
functions of the office of health planning 
and development; and 

"Whereas, the health and welfare commit
tee has recommended to the New Hampshire 
House of Representatives based on the sun
set report that the health systems agency 
be te'!'mlna.ted: and 

"Whereas, the Congress of the United 
States has the power to amend P.L. 93-641 
to promote savings and emctency; Now, 
Therefore, Be It 

"Resolved. by the Senate, That the Conlll'ess 
o! the United States ts hereby u~ed to enaet 
legislation terminating the requirement of 
a health systems agency !or the state of New 
Hampshire; and 

"That copies of this resolution be for
warded to the President o! the United States, 
the President of the United States Senate, 
the Speaker of the United States House of 
Representatives, the Administrator of Gen
eral Services of the United States. and mem
bers of the New Hampshire Congressional 
delee.-ation." 

POM-102. A resolution of the Private In
dustry Counells from the State of Texas, 
expres~lng their opinions on employment 
and training programs: to the Committee 
on Labor and Human Resources. 

REPORTS OF COMMITI'EES 
The following reports of committees 

were submitted: 
By Mr. THURMOND, from the Committee 

on the Judiciary, without amendment: 
S. Res. 119. A resolution commending Peter 

Salmon !or his long, faithful, and exemplary 
service to the cause of the blind. 

ORDER FOR SEQUENTIAL 
REFERRAL 

Mr: BAKER. Mr. President, I ask 
unanimous consent that an original bill, 
the "Union Station Depletion Act for 
1981," when reported by the Committee 
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on Commerce, Science, and Transporta
tion be then referred to the Committee 
on Environment and Public Works. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

EXECUTIVE REPORTS OF 
COMMITTEES 

The following executive reports of 
committees were submitted: 

By Mr. McCLURE, from the Committee on 
Energy and Natural Resources: 

William Stewart Heffelfinger, of Virginia, 
to be an Assistant Secretary of Energy (Man
agement and Administration). 

Robert c. Odie, Jr., or Virginia, to be an 
Assistant Secretary of Energy (Congression
al, Intergovernmental, and Public Affairs) . 

R: Tenny Johnson, of Maryland, to be 
General Counsel of the Department of En
ergy. 

(The above nominations reported 
from the Committee on Energy and Nat
ural Resources, with the recommenda
tion that they be confirmed, subject to 
the nominee's commitment to respond to 
requests to appear and testify before any 
duly constituted committee of the Sen
ate.> 

By Mr. ROTH, from the Committee on 
Governmental Affairs: 

Louis 0. Giuffrida, of California, to be Di
rector of the Federal Emergency Manage
ment Agency. 

<The above nomination, reported from 
the Committee on Governmental Affairs, 
with the recommendation that it be con
firmed, subject to the nominee's com
mitment to respond to requests to ap
pear and testify before any duly consti
tuted committee of the Senate.) 

THE NOMINATION OF LOUIS 0. GIUFFRIDA 
SUBMISSION OF NOMINATION 

The Senate formally received the nomina
tion of Mr. Louis 0. Giuffrida, of San Luis 
Obispo, California, to be Director of the Fed
ern! Emergency Mia.nagement Agency on 
April 3, 1981. The nominatton wa.s sulbse
quent'ly referred to the OOmmlttee on Gov
ernmental Affairs. 

TRAINING, EDUCATION, AND EXPERIENCE OF 
LOUIS 0. GIUFFRIDA 

Mr. Giuffrida graduated in 1947 from the 
University of Connectiout wirth a B.A. in 
English. He received an M.A. in International 
Relations from Boston UniveTsLty's gradua-te 
school in 1966. 

Mr. Giuffrida was a career m111tary officer. 
Mter teaching at Admiral Farragut Academy 
in Pine Beach, New Jersey in 1947 and Valley 
Forge Academy in Wayne, Pennsylvania in 
1947 Mld 1948, he joined the Army. Mr. 
Giuffrida. served a.s a platoon leader a.nd com
pany comma.ndeT in various locations from 
1948 to 1955; he wa.s a CSJptain and major, 
stationed in Europe from 1955-1959; he was 
then stationed in the United States from 
1959-1963. In 1963, Mr. Giuffrida was pro
moted to Lieutenant Colonel and stationed 
in Europe until 1966. He returned to the 
United. States from Europe in 1968. was pro
moted to Colonel, and retired from the active 
military in 1971. 

In 1971, in cooperation with the Office of 
Governor Reagan, Mr. Giuffrida was selected 
as the Director of the California Specialized 
Tradning Institute-a position which he has 
held until this year. The Institut~ was de
signed to improve the ca.pacity o! state and 
local officialls to respond to the intensified 
demands placed. on them in civil emergency 

situ81tions, including floods, earthquakes and 
disorders. 

In 1978, the nominee created a company 
called "Specialized Services Management 
Company" based in San Luis Obispo. This 
company did consulting work in areas relat
ing to emergency preparedness. 

Mr. Giuffrida. received the following hon
ors and awards from his m111tary service: 
Legion of Merit medal; Bronze Star medal; 
Meritorious Service medal; Army Commend;!.
tion medal with metal pendant with cluster; 
Joint Chiefs of Staff badge; and Presidential 
Unit Citation. 

The nominee has written several articles 
and papers on emergency preparedness and 
crisis management situations. These include: 
MIPSEF-A Partial Answer to Rear Area Se
curity, 1960; The Fall Safe Decisions-A 
Study in Problem Solving at the Presidential 
Level, 1966; The Language of Terrorism, 
1980; and Planning for Special Management 
Emergency-A Continuing Requirement, 
1978. 

Mr. Giuffrida is a member of the Interna
tional Association of Chiefs of Police, the 
California Peace Officers Association and the 
Criminal Justice Administrators Association. 
Since 1974, he ha.s been a member of San 
Luis Obispo City Human Relations Commis
sion. And, in 1980 he was a co-editor of a 
book entitled Help Me, I'm Hurt, a child 
victim handbook. 

COMMITTEE ACTION 
Under procedures established by the com

mittee for considering nominations, a. de
tailed biographical and financial informa
tion questionnaire was submitted to Mr. 
Giuffrida. The Committee also requested 
that the nominee respond to prehearing 
questions in writing. These questions con
cerned both substantive policy matters re
lating to the mission of the FedeTal Emer
gency Management Agency and specific ac
tions Mr. Giuffrida intends to take as Direc
tor of that Agency. Both the biographical 
and financial information, and the responses 
to the prehearing questions are appendices 
to this report. It is the policy of the com
mittee that a. nominee's financial disclosure 
statement is not reproduced or published as 
a part of the hearing record. However, this 
information is retained in the Committee of
. flees for inspection by the public. 

Committee procedures call for an inde
pendent review of a nominee's background. 
This includes a review of any investigative 
reports compiled concerning the nominee, 
including the Federal Bureau of Investiga
tion's summary report on the background 
of the nominee and an interview with the 
nominee. All of these requirements were met 
during the committee's investigation, and 
a. confidential staff report, which concluded 
that no further investigation is necessary, 
was filed with the Chairman and the Rank
ing Minority Member and made avallable to 
all other Members of the Committee. 

On May 5, 1981, Mr. Giuffrida appe·ared 
before the Committee on Governmental Af
fairs to testify on hts appointment to be Di
rector of the Federal Emergency Manage
ment Agency. Mr. Giuffrida was introduced 
to the Committee by the Representative 
from the 14th Congressional District of 
California., Congressman Shumway. 

COMMITTEE RECOMMENDATION 
On May 12 the Committee on Govern

mental Affa.lrs met to consider the nomina
tion of Mr. Louis 0. Giuffrida to be Director 
of the Federal Emergency Management 
.t\ge'lcv. Based on its review of the nominee's 
responses to the biographical and financial 
questionnaire, the FBI invest13ative report, 
the responses to the prehearing questions, 
personal interview with the nominee, and 
the testimony and responses tb questions at 
the hearing itself, the Committee believes 
that Mr. Giuffrida. is well qualified by rea-

son of training, education, experience and 
integrity to be the Director of the Federal 
Emergency Managem~nt Agency. 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The following bills and joint resolu
tions were introduced, read the first and 
second time by unanimous consent, and 
referred as indicated: 

By Mr. LONG (for himself, Mr. BAU
cus, Mr. BENTSEN, Mr. BOREN, Mr. 
BURDICK, Mr. CANNON, Mr. CRANSTON, 
Mr. DANFORTH, Mr. DECONCINI, Mr. 
DIXON, Mr. DURENBERGER, Mr. EAGLE
TON, Mr. HATFIELD, Mr. HEFLIN, Mr. 
INOUYE, Mr. JOHNSTON, Mr. KASTEN, 
Mr. LEVIN, Mr. MATHIAS, Mr. MAT
SUNAGA, Mr. MITCHELL, Mr. NUNN, Mr. 
PELL, Mr. PRYOR, Mr. RANDOLPH, Mr. 
RIEGLE, Mr. ROTH, Mr. SARBANES, Mr. 
TOWER, Mr. TSONGAS, and Mr. ZOR
INSKY): 

S. 1162. A bill to amend the Internal Rev
enue Code of 1954 to increase the allowable 
contributions to employee stock ownership 
plans, to provide a credit against tax for 
contributions to an employee stock owner
ship plan based upon payroll as an alterna
tive to that based on investment in 
equipment and for other purposes; to the 
Committee on Finance. 

By Mr. NUNN (for himself, Mr. Run
MAN, Mr. CHILES, and Mr. NICKLES): 

S. 1163. A bill to increase the penalties for 
violations of the Taft-Hartley Act, to prohibit 
persons, upon their convictions of certain 
crimes, from holding offices in or certain 
positions related to labor organizations and 
employee benefit plans, and to clarify certain 
responsib1lities of the Department of Labor; 
to the Committee on Labor and Human 
Resources. 

By Mr. KASTEN: 
S. 1164. A bill to amend title 38, United 

States Code, to expand the e11gib111ty of 
former prisoners of war for certain health
care benefits provided by the Veterans' Ad
ministration, and for other purposes; to the 
Committee on Veterans' Affairs. 

By Mr. WEICKER (for himself, Mr. 
STAFFORD, Mr. EAGLETON, and Mr. 
KENNEDY): 

8. 1165. A bill to reauthorize the low
income energy assistance program, and for 
other purposes; to the Committee on Labor 
and Human Resources. 

By Mr. WEICKER (for himself, Mr. 
HATFIELD, Mr. HEINZ, Mr. WAL'LOP, 
Mr. BUMPERS, Mr. METZENBAUM, and 
Mr. MATSUNAGA): 

8. 1166. A b111 to provide weatherization 
assistance to States in the form of energy 
grants; to the Committee on Energy and 
Natural Resources. 

By Mr. CIHILES: 
S. 1167. To amend title 5 of the United 

States Code to provide death benefits to sur
vivors of Federal law enforcement officers 
and firefighters, and for other purposes; to 
the Committee on Governmental Affairs. 

By Mr. DECONCINI: 
S. 1168. A blll to amend the Omnibus 

Crime Control and Safe Streets Act of 1968 to 
require as a condition of assistance under 
such Act that law enforcement agencies have 
ln effect a binding law enforcement officers' 
b111 of rights; to the Committee on the 
Judiciary. 

By Mr. LAX!ALT (for himself and Mr. 
CANNON): 

8. 1169. A bill to authorize the recreational 
use of Ruby Lake National Wlld·llfe Refuge 
in the State of Nevada; to the Committee 
on Energy and Natural Resources. 
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By Mr. PELL: 

S. 1170. A blll to authorize appropriations 
!or the energy conservation program for 
schools and hospitals and for the energy 
conservation program for buildings owned 
by units of local government and public care 
institutions, and for other purposes; to the 
Committee on Energy and Natural Resources. 

By Mr. COCHRAN: 
S. 1171. A blll to repeal the residential con

servation service program and the commer
cial and apartment conservation service pro
gram; to the Committee on Ehergy and 
Natural Resources. 

By Mr. JEPSEN : 
S. 1172. A bill to amend the Internal Reve

nue Code of 1954 to eliminate the holding 
period requirements for capital gains treat
ment; to the Committee on Finance. 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. LONG (for himself, Mr. 
BAUCUS, Mr. BENTSEN, Mr. 
BOREN, Mr. BURDICK, Mr. CAN
NON, Mr. CRANSTON, Mr. DAN
FORTH, Mr. DECONCIN!, Mr. 
DIXON, Mr. DURENBERGER, Mr. 
EAGLETON, Mr. HATFIELD, Mr. 
HEFLIN, Mr. INOUYE, Mr. JOHN
STON, Mr. KASTEN, Mr. LEVIN, 
Mr. MATHIAS, Mr. MATSUNAGA, 
Mr. MITCHELL, Mr. NUNN, Mr. 
PELL, Mr. PRYOR, Mr. RANDOLPH, 
Mr. RIEGLE, Mr. RoTH, Mr. SAR
BANES, Mr. TOWER, Mr. TSONGAS, 
and Mr. ZORINSKY): 

S. 1162. A bill to amend the Internal 
Revenue Code of 1954 to increase the 
allowable contributions to employee 
stock ownership plans, to provide a credit 
against tax for contributions to an em
ployee stock ownership plan based upon 
payroll as an alternative to that based on 
investment in equipment, and for other 
purposes; to the Committee on Finance. 

The remarks of Mr. LoNG on this legis
lation and the text of the bill appear 
earlier in today's RECORD. 

By Mr. NUNN (for himself, Mr. 
RUDMAN, Mr. CHILES, and Mr. 
NICKLES): 

S. 1163. A bill to increase the penalties 
for violations of the Taft-Hartley Act 
to prohibit persons, upon their convic~ 
tions of certain crimes, from holding 
offices in or certain positions related to 
labor organizations and employee benefit 
plans, and to clarify certain responsibili
ties of the Department of Labor · to the 
Committee on Labor and Hum~n Re-
sources. 

LABOR RACKETEERING ACT OF 1981 

• Mr. NUNN. Mr. President, on behalf 
Of myself and Senators RUDMAN, CHILES, 
a~d NI?KL~s, I am today introducing a 
bill which 1s designed to help ease the 
problems of corruption on the Nation's 
waterfronts. The bill increases criminal 
penalties for violat;_ons of the Taft-Hart
ley Act and provides for the immediate 
suspension of convicted persons from 
umon offices. 

Designated the "Labor Racketeering 
A:ct of 1981" the bill is a direct out
growth of public hearings on waterfront 
corruption before the permanent Sub
committee on Investigations in Febru
ary of this year. As ranking minority 
member and former chairman of the 

subcommittee, I had the opporitunity to 
direct an extensive staff inveJ't:igation of 
crlm.inal activity w!thln both the Inter
na,t.!onal Lo:J.gshnremen's AS·Joc .. >aiJion
ILA-and the American shipping indus
try. 

Spurred by the succe3s of the Depart
ment of Justice's UNIRAC inves·t-igation, 
tho subcomm~tke staff inte·rv·lewed nu
mE..rous wltne3se3 and reviewed count
le3s other it18ms of evidence Jn order to 
convey to the American public an ac
curate portrait of the .h.~.:..ll:-i'Wt.. .. .~. · .. a.~.:. .. :
front in the 1980's. That portrait, as pre
sented in 2 weeks of hearings in Feb
r~ary of this year, is, unfortunately, a 
dismal one. 

Witness after witness described the 
struggle for economic survival in some 
ports which are riddled with a pervasive 
pattern of kickbacks and illegal payoffs 
to union officials. 

My colleagues and I heard of payoffs 
to insure the award of work contracts, 
payoffs to maintain contracts already 
awardP.d, payoffs to insure labor peace, 
payoffs to allow management circum
vention of labor strikes, payoffs to pre
vent the filing of fraudulent workmen 's 
compensation claims, payoffs to expand 
business activity into new ports, and 
payoffs to accord certain companies 
the freedom to circumvent !LA contract 
requirements with impunity. 

Especially distrusting is the fact that 
the evidence clearly suggests that, 
through that system of payoffs, recog
nized leaders of the traditional orga
nized crime families in:tluence and effec
tively dominate the International Long
shoremen's Association and large seg
ments of the American shipping indus
try. 

Moreover, we were told that a payoff 
is commonly treated as a mere cost of 
doing business which can be, and is, 
routinely passed on as an added cost to 
the consumer. Our traditional and cher
ished notions of free enterprise have be
come nearly nonexistent in the ports of 
this country. 

These payoffs, though illegal under 
current law, are punishable only as a 
misdemeanor. 

The bill which I am introducing to
day ma,kes any such violation jnvolv
ing an amount of money greater than 
$1,000 a felony, punishable by up to 5 
years imprisonment or a fine of up to 
$15,000, or both. 

The bill also attempts to rid labor or
ganizations and employee benefit plans 
of the influence of persons convicted of 
criminal offenses. Current disbarment 
provisions (29 U.S .C. 504 and 29 U.S.C. 
1111) are expanded in several significant 
ways: Enlarging the criminal offenses 
resulting in disbarment; enlarging the 
categories of persons affected by the dis
barment provisions: increasing the du
ration of time barred from office or posi
tion from 5 to 10 years; and providing 
for disbarment immediately upon con
viction, rather than after appeal. 

The bill does provide that any salary 
otherwise payable shall be placed in es
crow pending final disposition of any 
appeal. 

Finally, the bill clearly delineates the 
responsibility and authority of the De-

partment of Labor to actively and ef
fectively investigate and refer for pros
ecution criminal activities on the water
front. 

Our hearings strongly indicated that 
corruption within the leadership of the 
ILA, as documented by the convictions 
oi numerous !LA officers, is depriving 
the average longshoreman of the full 
benefits of his union membership. 

Not only has the !LA itself failed to act 
to remove those officials and prevent 
further corruption, but ILA President 
Teddy Gleason himself testified, with 
apparent lack of concern, that the. !LA 
may have to operate a rehabilitation 
center. 

In light of those facts and that kind 
of indifference, it is imperative that Con
gress itself act swiftly to halt the grow
ing corruption on our waterfronts. The 
Labor Racketeering Act of 1981 is one 
s~gnificant step in that direction. It 
s:~·ould serve as a S•ignal to or5anized 
crime and corrupt union leaders that 
the American public will no longer tol
erate their manipulation of our water
front economy for criminal ends. 

Mr. President, I ask unanimous con
sent that the text of the bill be printed 
in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 1163 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That this act 
may be referred to as the "Labor Racketeering 
Act of 1981". 

SEc. 2. Subsection (d) of section 186 of 
Title 29, United States Code, as amended, 1s 
amended to read as follows: 

"(d) (1) Any person who willfully violates 
any of the provisions of subsection (a) or (b) 
of this section shall, upon conviction thereof, 
be guilty of a felony and be subject to a 
fine of not more than $15,000, or imprisoned 
!or not more than five years, or both; but 1! 
the value of the amount of money or thing 
of value involved in violation(s) of the pro
visions of this section does not exceed $1,000, 
he shall be gull ty of a misdemeanor and be 
subject to a fine of not more than $10,000, 
or imprisoned for not more than one year, 
or both." 

SEc. 3. Subsection (a) of section 1111 of 
Title 29, United States Code, as amended, ls 
amended to read as follows: 

"(a) No person who has been convicted of 
any felony 1n any State or Federal court, or 
any violation of any Federal or St ate criminal 
statute which involved the use or misuse of 
such person's labor organization or employee 
benefit plan affiliation (including misde
meanors), or conspiracy to commit any such 
crimes or attempt to cominit any such crimes, 
or a crime in which any of the foregoing 
crimes is an element, shall serve or be per
mitted to serve-

(1) As an administrator, fiduciary, officer, 
trustee, custodian, counsel, a.~ent, employee 
or repres':lntative in any capacity of any em
ployee benefit plan or, 

(2) As a consultant or advisor to any labor 
organization or employee benefit plan, 

(3) As an officer, director, trustee, member 
of any executive board or similar governing 
body, business agent, manager, organiZer, em
ployee or representative in any capacity of 
any labor organization, 

(4) As a. labor relations consultant or ad
visor to a person engaged in an industry or 
activity affecting commerce, or as an officer, 
director, agent or employee of any group or 
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association o~ployees dealing with any 
labor organization, 

(5) As an individual who is able to use, 
sell, transfer, disburse, receive, pledge, divert, 
convert or influence in any manner directly 
or indirectly the monies, funds, assets and 
property of any labor organization or em
ployee benefit plan, 

(6) As an individual who is able to re
ceive directly or indirectly the benefits, 
salary or other thing of value of any labor 
organization or employee benefit plan, 

(7) As a provider of services or goods to 
any labor organization or employee benefit 
plan, 

(8) As an individual who participates 
directly or indirectly in the selection of ad
ministrators, fiduciaries, officers, trustees, 
custodians, counsel, agents, employees, con
sultants, business agent, manager, members 
of governing bodies, organizers or service 
providers to a labor organization or an em
ployee benefit plan, 

(9) As a person who deals with any labor 
organization or employee benefit plan either 
directly or indirectly, 
during or for ten years after such conviction 
or after the end of such imprisonment, 
whichever is the later, unless prior to the 
end of such ten-year period, in the case of a 
person so convicted or imprisoned, (A) his 
citizenship rights, having been revoked as a 
result of such conviction, have been fully 
restored, or (B) the Board of Parole of the 
United States Department of Justice deter
mines that such person's service in any ca
pacity referred to 1n paragraph (1) through 
(9) would not be contrary to the purposes of 
this subchapter. Prior to making any such 
determination the Board shall hold an ad
ministrative hearing and shall give notice to 
such proceeding by certified mail to the 
State, county, and Federal prosecuting of
ficials in the jurisdiction or jurisdictions in 
which such person was convicted. The 
Board's determination in any such proceed
ing shall be final. No person shall knowingly 
permit any other person to serve in any 
capacity 1n violation of this section." 

SEc. 4. Subsection (b) of section 1111 of 
Title 29, United States Code, as amended, is 
amended as follows: 

"(b) Any person who intentionally violates 
this section shall be fined not more than 
$10,000 or imprisoned not more than 5 years 
or both." 

SEc. 5. Subsection (c) of section 1111 of 
Title 29, United States Code, as amended, is 
amended to read as follows: 

"(c) For the purpose of this section: 
(1) A person shall be deemed to have been 

"convicted" and under the disab111ty of "con-
viction" from the date of the judgment of 
the trial court, regardless of whether that 
judgment remains under appeal. 

(2) The term "consultant" means any per
son who, for compensation, advises, or repre
sents a labor organization or an employee 
benefit plan or who provides other assistance 
to such organization or plan, concerning the 
establishment or operation of such organiza
tion or plan. 

"(3) A period of parole shall not be con
sidered as part or a period or imprisonment." 

SEc. 6. Section 1111 of Title 29, United 
States Code, as amended, is amended by add
ing at the end thereof the following: 

"(d) Where any person, by operation of 
this section. has been barred from office or 
other position In a labor organization or em
ployee benefit plan as a result of a convic
tion, uoon the filing of an appeal of that 
conviction. an:v salary which would be other
wiso due him by virtue of said office or posi
tion. shall be placed in escrow by the In
dividual or organization responsible for pay
ment of said sa.I11ry. Payment of said salary 
into escrow shall continue for the duration 
of the anpeal or for the period of time dur
ing which said salary would be otherwise 
due, whichever period is shorter. Upon the 
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final reversal of said person's conviction on 
appeal, the amounts in escrow shall be paid 
to him. Upon the final sustaining of that 
person's conviction on appeal, the amounts 
in escrow shall be returned to the individual 
or organization who was responsible for pay
ments of those amounts. Upon final reversal 
of said person's conviction, and person shall 
no longer be barred by this s~atu.e from as
suming .any position said person was previ
ously barred from." 

SEc. 7. Subsection (a) of section 504 of 
Title 29, United States Code, as amended, ls 
amended to read as follows: 

"(a) No person who is or has been a mem
ber of the Communist Party or who has been 
convicted of any felony in any State or Fed
eral Court, or any violation of any Federal 
or State criminal statute which involved the 
use or misuse of such person's labor organi
zation or employee benefit plan affiliation 
(including misdemeanors) or conspiracy to 
commit any such crimes or attempt to com
mit any such crimes, or a crime in which 
any of the foregoing crimes is .an element, 
shall serve or be permitted to serve-· 

" ( 1) As an administrator, fiduciary, officer, 
trustee, custodian, counsel, agent, employee 
or representative in any capacity of any em
ployee benefit plan or, 

"(2) As a consultant or advisor to any la
bor organization or employee benefit plan, 

"(3 As an officer, director, trustee, member 
of any executive board or similar governing 
body, bustness agent, manager, organizer, 
employee or representative in any capacity 
of any labor organization, 

"(4) As a labor relations consultant or ad
visor to a person engaged in an industry or 
activity affecting commerce, or as an officer, 
director, agent or employee of any group 
or association of employees dealing with any 
labor organization. 

"(5) As an individual who is able to use, 
sell, transfer, disburse, receive, pledge, di
vert, convert or influence in any manner 
directly or indirectly the moneys, funds, as
sets and property of any labor organization 
or employee benefit plan, 

"(6) As an individual who is able to re
ceive directly or indirectly the benefits, salary 
or other thing of value of any labor organiza
tion or employee benefit plan, 

"(7) As a provider of services or goods to 
any labor organization or employee benefit 
plan, 

"(8) As an individual who participates di
rectly or indirectly in the selection of ad
ministrators, fiduciaries, officers, trustees, 
custodians, counsel, agents, employees, con
sultants, business agent, mana.::er, members 
of governing bodies, organizers, or service 
providers to a labor organization or an em
ployee benefit plan, 

"(9) As a person who deals with any labor 
organization or employee benefit plan either 
directly or indirectly, 
during or for ten years after the termination 
of his membership in the Communist Party. 
or for ten years after such conviction or 
after the end of such imprisonment, which
ever is later, unless prior to the end of such 
ten-year period, in the case of a person so 
convicted or imt1risoned, (A) his citizenship 
rights, having been revoked as a result of 
such conviction, have been fully restored, or 
(b) the Board of Parole of the United States 
Department of Justice determines that such 
person's service in any capacity referred to 
in clause (1) through (9) would not be con
trary to the purposes of this chapter. Prior 
to making any such determination the Board 
shall hold an administrative hearing and 
shall give notice of such proceeding by cer
tified mail to the State, county, and Federal 
prosecuting officials in the jurisdiction or 
jurisdictions in which such person was con
victed. The Board's determination in any 
such proceeding shall be final. No person 
shall knowingly permit any other person to 

serve in any capacity in violation of this 
section." 

SEc. 8. Subsection (b) of section 504 of 
Title 29, United States Code, as amended, 
is amended to read as follows: 

" (b) Any person who w1llfully violates this 
section shall be fined not more than '$10,000 
or imprisoned for not more than five years, 
or both." 

SEc. 9. Subsection (c) of section 604 (\~ 
Title 29, United States Code, as amended, Jr 
amended to read as follows: 

" (c) For the purpose of this section: 
"(1) Any person shall be deemed to have 

been 'convicted' and under the disab111ty 
of 'conviction' from the date of the judg
ment of the trial court, regardless of whether 
that judgment remains under appeal. 

"(2) The term 'consultant' means any 
person who, for compensation, advises or 
represents a labor organization or employee 
benefit plan or who provides other assist
ance to such organization or plan, concerning 
the establishment or operation of such orga
nization or plan. 

"(3) A period of parole shall not be con
sidered as part of a period of imprisonment." 

SEc. 10. SeoU.on 504 of T'itle 29, United 
States Code, as amended, is amended by add
ing at the end thereof the following: 

"(d) Where any person, by operation of 
this section, has been barred from office or 
other position in a labor organization or 
employee benefit plan as a result of a con
viction, upon the filing of an appeal of that 
conviction, any salary which would be other
wise due him by virtue of said office or posi
tion, shall be placed in escrow by the indi
vidual employer or organization responsible 
for payment of said salary. Payment of said 
salary into escrow shall continue for the 
duration of the appeal or for the period of 
time during which said salary would be 
otherwise due, whichever period is shorter. 
Upon the final reversal of said person's con
viction on appeal the amounts in escrow 
shall be paid to him. Upon the final sustain
ing of that person's conviction on appeal, 
the amounts in escrow shall be returned to 
the individual employer or organization who 
was responsible for payments of those 
amounts. Upon final reversal of said person's 
conviction, said person shall no longer be 
barred by this statute from assuming any 
position said person was previously barred 
from." 

SEc. 11. The title of section 1136 of title 
29, United States Code, is amended to read 
as follows: 

"Coordination and Responsib111ty of Agen
cies Enforcing E.R.I.S.A. and Related Federal 
Laws." 

SEc. 12. The first full paragraph of section 
1136 of title 29, United States Code, is 
amended by adding the following at the 
beginning of said paragraph: 

"(a) Coordination with other agencies and 
departments." 

SEc. 13. Section 1136 of title 29, United 
States Code, is amended by adding the fol
lowing subsection after subsection (a): 

" (b) Responsi b111 ty tor detecting and in
vestigating civil and criminal violations of 
E.R.I.S.A. and related Federal laws. The Sec
retary shall have the responslb111ty and au
thority to detect and investigate civil and 
criminal violations related to the provisions 
of this subchapter and other related Federal 
laws, including but not limited to the detec
tion, investigation and appropriate referrals 
of related violations of Title 18 of the United 
States Code. 

"(1) Nothing in this subsection shall be 
construed to preclude other appropriate Fed
eral agencies from detecting and investigat
ing civil and criminal violations of this sub
chapter and other related Federal laws." e 
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By Mr. KASTEN: 
S. 1164. A bill to amend title 38, United 

States Code, to expand the eligibility of 
former prisoners of war for certain 
health care benefits provided by the 
Veterans' Administration, and for other 
purposes; to the Committee on Veterans' 
Affairs. 

O:M:Nmt7S PRISONER OF WAR ACT OF 1981 

• Mr. KASTEN. Mr. President, I rise to
day to introduce a bill which would ex
pand the care provided to former pris
oners of war in the Veterans• Adminis
tration health care facilities with the in
troduction of the Omnibus Prisoner of 
War Act of 1981. I ask unanimous con
sent that at the conclusion of my re
marks, the text of the bill be printed in 
the RECORD. 

Mr. President, the problems of our for
mer POW's are immense and current 
legislation is woefully inadequate. These 
problems have been evident for the last 
30 years. Two years ago, the Congress 
mandated a study by the Veterans' Ad
ministration in cooperation with the 
Secretary of Defense, to determine and 
then recommend those requirements 
necessary which would adequately at
tend to the needs of our former prisoners 
of war. This excellent study provided the 
framework to determine compensation 
and health care benefits for those vet
erans who suffered as a result of their 
captivity. 

The time has come to restore benefits 
to our ex-POW's, whose individual free
doms were abridged as they defended 
the honor of America. Their period of 
internment was, as everybody knows, 
harsh, cruel, and demoralizing. Many 
contracted sicknesses or began to de
velop mental disorders, all in addition to 
wounds or injuries suffered prior to cap
tivity. With these problems in mind, our 
ex-POW's need additional attention to 
help remedy their disabilities. Treatment 
by the Veterans' Administration should 
be furnished to our POW's on a priority 
system, based on actual need. Currently 
our Nation's ex-POW's are not furnished 
priority treatment nor do they receive 
additional consideration by our VA 
health care system. It is time they did. 

Mr. President, the Omnibus Prisoner 
of War Act of 1981 seeks to address the 
needs of approximately 90,000 former 
POW's by amending certain sections of 
title 38 of the United States Code. 

First, the bill gives the Administrator 
of the Veterans' Administration the au
thority to establish an advisory commit
tee to provide timely information on ex
POW needs. The membership will be 
~~mposed of recognized medical author
Ities, former prisoners of war and other 
members who would assess medical 
technology and other information. 

Second, the bill eliminates the 6-
month duration requirement for pris
oner-o~-war status. This requirement 
determmes co~pensation for suffering 
as a result of dietary deficiencies forced 
labor or inhumane treatment. ' 

.Third, the list of presumptive clauses 
Will be expanded to include chronic res
pira~ory ~lments, frozen feet, and gas
tro-mtestmal disorders. 

Fourth, the bill eliminates the 2-year 

reporting period for psychosis and in
cludes psychoneurotic disorders and 
psychophysiologic disorders. 

Fifth, this legislation will provide for 
and include former prisoners of war pri
ority with respect to inpatient and out
patient health care at VA facilities. 

Mr. President, I would like to thank 
and commend the American ex-prison
ers of war organization, their national 
commander, Mr. Stan Sommers, and 
those other groups representing the vet
erans community for their diligent ef
forts in focusing the attention of the 
Congress on the plight of our former 
prisoners of war. I have worked with the 
American ex-POW's organization in 
drafting this legislation and believe it 
incorporates the goals the former POW's 
have sought. Additionally, I believe this 
legislation, if enacted into law, will truly 
reflect the needs of our former prisoners 
of war. As the previous Congress set the 
pace by formulating the groundwork for 
this legislation, we must concern our
selves with the passage of legislation 
which will finally resolve this long
stan<illng issue of need. 

Mr. President, I ask unanimous con
sent that the text of the bill be printed 
in the RECORD. 

There being no objection, the text of 
the bill was ordered to be printed in the 
RECORD, as folows: 

s. 1164 
Be it enactea by the Senate ana House 

of Representatives of the Unitea States of 
America in Congress assembled,, That this 
Act may be cited as the "Omnibus Prisoner 
of War Act of 1981". 

SEc. 2. (a) Subchapter II of chapter 3 of 
title 38, United States Code, is amended by 
adding at the end thereof the following new 
section: 

"§ 221. Authority to establlsh advisory com
xnlttee on former prisoners of war 

"(a) The Administrator may establish an 
advisory committee to assess medical and 
other information concerning former pris
oners of war and to advise the Administrator 
on appropriate pollcies and procedures of the 
Veterans' Administration with respect to 
former prisoners of war. 

"(b) The Administrator shall, to the ex
tent possible, include in the membership of 
any advisory comxnlttee established pursu
ant to this section individuals who were 
prisoners of war during World War I, World 
War II, the Korean conflict, and the Vietnam 
era and individuals who are recognized au
thorities in fields such as psychiatry, psy
chology, internal medicine. nutrition, epi
demiology, and geriatrics. The Administrator 
may include as members of any such ad
visory committee officers or employees of 
other executive departments and agencies. 

" (c) The Administrator shall determine 
the number of and terms of service for mem
bers of any advisory committee esta..bllshed 
pursuant to this section. Members of any 
such committee shall be compensated in 
accordance with the Jniidelines establlshed 
under section 7 of the Federal Advisory 
Commitee Act. 

"(d) Any advisory committee established 
pursuant to this section shall meet on a reg
ular basis, as prescribed by the Administra
tor, and shall submit a report on its activ
ities to the Administrator at least once every 
two years.". 

(b) The table of sections for such chapter 
is amended by inserting a..fter the item relat
ing to section 220 the following new item: 

"221. Authority to establish advisory com
mittee on former prisoners of war.". 

SEc. 3. (a) Section 312 of title 38, United 
States Code, is amended-

( 1) by striking out "for not less than six 
months" in subsection (b); and 

(2) by inserting a.!ter the item relating to 
chronic dysentery in clause (1) of subsec
tion (c) the following new items: "Chronic 
respiratory ailment, "Frozen feet, "Gastro
intestinal disorder,". 

(b) Clause (2) of section 312(c) of such 
title is amended to read as follows: 

"(2) Psychosis, psychoneurotic disorder, or 
psychophysiologic disorder which became 
manifest to a degree of 10 per centum or 
more after such service;". 

SEc. 4. Section 610(a) (3) of title 38, United 
States Code, is amended-

(1) by striking out "and" at the end of 
clause (3); 

(2) by striking out the period at the end 
of clause ( 4) and inserting in lieu thereof 
a semicolon and "and"; and 

(3) by adding at the end thereof the fol
lowing new clause: 

" ( 5) a veteran who, while serving in the 
active military, naval, or air service, was 
held as a prisoner of war by an enemy gov
ernment or its agents during World War I, 
World War II, the Korean conflict, or the 
Vietnam era.". 

SEc. 5. (a) Subsection (f) of section 612 
of title 38, United States Code, is amended

(1) by striking out "and" at the end of 
clause (1); 

(2) by striking out the period at the end 
of clause (2) and inserting in lieu thereof 
a semicolon and "and"; and 

(3) by inserting after clause (2) the fol
lowing new clause: 

"(3) to any veteran who, while serving in 
the active military, naval, or air service, was 
held as a prisoner of war by an enemy gov
ernment or its agents during World War I, 
World War II, the Korean conflict, or the 
Vietnam era.". 

(b) Subsection (i) (2) of such section is 
amended by striking out "subsection (f) (2)" 
and inserting in lieu thereof "clause (2) or 
(3) of subsection (f) ".e 

By Mr. WEICKER (for himself, 
Mr. STAFFORD, Mr. EAGLETON, 
and Mr. KENNEDY) : 

S. 1165. A bill to reauthorize the low
income energy assistance program, and 
for other purposes; to the Committee on 
Labor and Human Resources. 

By Mr. WEICKER (for himself, 
Mr. HATFIELD, Mr. HEINZ, Mr. 
WALLOP, Mr. BUMPERS, Mr. MET
ZENBAUM, and Mr. MATSUNAGA) : 

S. 1166. A bill to provide weatheriza
tion assistance to States in the form of 
energy grants; to the Committee on En
ergy and Natural Resources. 

CHANGES IN CERTAIN STATE-ADMINISTERED 
CONSERVATION PROGRAMS 

e Mr. WEICKER. Mr. President, I am 
introducing today two bills designed to 
reauthorize the low-income energy 
assistance program, the low-income 
weatherization program, and four other 
State-administered conservation pro
grams. Each of these programs will ex
pire at the end of the current fiscal year 
unless prompt action is taken by the 
Congress. 

Let me say at the outset of my re
marks that I had hoped to introduce 
one bill which would coordinate and 
consolidate these two extremely impor
tant programs. Due to the May 15 re
porting deadline and the complexities 



May 12, 1981 CONGRESSIONAL RECORD-SENATE 9487 
associated with merging the existing 
HHS and DOE programs, it has become 
necessary to oft'er separate reauthoriza
tion bills at this time. It is my hope how
ever to continue to work to develop a 
comprehensive and coordinated energy 
assistance policy. 

Mr. President, as a direct result of our 
Federal energy deregulation policy, dra
matic increases have occurred in the 
cost of home heating fuels and the cost 
of home energy in general. From Janu
ary 1972 through February 1980, the 
average retail price of natural gas rose 
248 percent; the average retail price for 
fuel oil rose 396 percent; and the aver
age retail price for electricity rose 162 
percent. These massive increases have 
occurred during a period when the Con
sumer Price Index rose only 92 percent. 
In addition, reliable data projections 
show that the cost of home energy will 
continue to rise at excessive rates. 

We all recognize that the cost of es
sential home energy imposes a dispro
portionately larger burden on :fixed in
come, lower income- and lower middle
income households. In some cases the 
cost associated with essential honie en
ergy needs can reach 50 percent of a 
low-income family's total income. 

Based on estimates compiled by the 
Northeast-Midwest congressional coali
tion, the average 1980 household energy 
bill in New England was $1,325, a more 
than threefold increase over the average 
bill of $386 in 1970. Midwest residents 
paid the second highest amount at $1,150. 
In the Mid-Atlantic States, the average 
was $1,100. The average for the South 
was $896 and the average for the West 
was $676. As these costs climb many low
and :fixed-income Americans are forced 
to pay a greater and greater share of 
their income on energy-related expenses. 

Historically, Mr. President, the Con
gress has recognized the need to provide 
assistance to low-income households. Be
ginning in 1973, Congress established a 
crisis intervention program within the 
Community Services Administration to 
help eligible households meet rising en
ergy costs and deal with unexpected en
ergy emergencies. This eft'ort culminated 
with the enactment of the Home Energy 
Assistance Act, title III of the Wind
fall Profit Tax Act, which explicitly 
committed 25 percent of the basic net 
revenues to assist low-income households 
to meet rising energy costs. 

In summary, Mr. President, my bills 
attempt to continue the Federal com
mitment to low-income households by 
providing the needed assistance required 
to oft'set rising home energy costs. 

Briefly, m:v :first bill, the Low-Income 
Energy Assistance Act of 1981: 

First, authorizes the Secretary of 
Health and Human Services to make 
grants available to eligible households to 
meet rising energy costs; 

Second, authorizes appropriations of 
$2.5 billion in :fiscal year 1982 and such 
sums as may be necessary in the 2 
succeeding :fiscal years; 

Third, defines an eligible household: 
First a household eligible for AFDC, SSI, 
food stamps, and certain income tested 
v~terans pensions, second, a household 
w1th an income equal to or less than 125 
percent of the poverty level: 

Fourth, requires the Secretary of 
Health and Human Services to allot 90 
percent of the funds according to the fis
cal year 1981 Continuing Resolution 
Formula; 

Fifth, requires the Secretary to set 
aside: :first, $2,500,000 to the Common
wealth of Puerto Rico, Guam, American 
Samoa, the Virgin Islands, the Northern 
Mariana Islands, and the Trust Territory 
of the Pacific Islands, second, $200,000,-
000 to CSA for crisis intervention activ
ities, and third, $3,000,000 for outreach 
activities designed to assure that eligible 
households with elderly members or han
dicapped members are made aware of the 
assistance under this Act; 

Sixth, requires that each State desir
ing to receive assistance must submit a 
State plan for approval by the Secretary 
of Health and Human Services; 

Seventh, provides that any State may 
reserve up to 10 percent of its a:.otm~nt 
for weather related and supply shortage 
emergencies. 

Mr. President, my second bill, the Na
tional Home Weatherization Act of 1981, 
maintains the low-income weatherization 
within the Department of Energy, but 
·within ~ consolidated grant program 
which would incorporate four other ex
isting State administered energy conser
vation programs. 

Under my proposed program, a State 
would be required to use 65 percent of its 
funding for low-income weatherization. 
The balance of its funding could be allo
cated for needed conservation programs, 
such as weatherization of schools and 
hospitals, at the discretion of the State. 
In addition, the State would be required 
to match its Federal funding on an es
calating schedule of 15 percent in :fiscal 
year 1982, 25 percent in :fiscal year 1983, 
and 35 percent in :fiscal year 1984. 

The case for energy conservation, and 
particularly the case for providing con
servation assistance to the less fortu
nate, is brief and compelling. It is a case 
and condition to which Congrebs must 
respond. We must respond not only out 
of a sense of compassion, but al~o out of 
a need to ensure a balanced budget---a 
balanced budget which will ._ ecognize 
that whatever we do may still leave us 
vulnerable to the economic threat from 
OPEC. 

Mr. President, the simple fact is that 
whatever we do to balance the budget 
may well still leave us vulnerable to 
OPEC's ability to unbalance the budget. 
Consider this: On a month to month 
comparative basis our January 1980 im
ports of oil were 32.2 percent below our 
January 1980 imports, but the cost of 
the January 1981 imports rose from $6.5 
billion to $8 billion. That, Mr. President, 
is the real threat to a balanced budget. 

Equally, domestic energy production 
does not oft'er an overnight panacea. To
day, we have more than 3,500 rigs drill
ing for oil-1,000 more than we had 
drilling this time last year-yet, we are 
producing 200,000 barrels a day less than 
last year. 

Mr. President, that does not represent. 
the entire case for energy efficiency, nor 
do I maintain that energy conservation 
is the only means of eft'ectively confront
ing and resolving our energy problems. 
I do say, though, that energy conserva-

tion is our best near term, clean and 
least expensive alternative. Further it 
is critical that we create a sound ene~gy 
conservation program to assist those 
who are least able to deal with constant
ly rising energy costs themselves. That is 
the obj~ctive of this bill, and, I believe 
that it 1s the goal of Congress. 

Mr. President, I refer my colleagues to 
three documents which describe the 
need for and utility of the national home 
weatherization bill. The :first document 
is a legislative summary of the bill out
lining its prlnc·ilpal provisions. 

The second document is a fact sheet on 
State energy programs which are en
tered in testimony before the Energy 
Conservation and Supply Subcommittee 
during DOE authorization hearings on 
April 6, 1981. This fact sheet indicated 
that the weatherization program has im
proved ~v~ 860,000 homes, is presently 
weatherizing some 30,000 low-income 
homes per month and has avoided en
ergy costs of $64.5 million. 

Finally, the third document is an April 
1, 1981, abstract of the Price Waterhouse 
& Co. survey for DOE which estimates 
that existing State energy conservation 
Programs have saved over 32 million 
baf!els of oil equivalent and will accrue 
savmgs of nearly $13 billion over the life 
of the programs. 

Mr. Presiden1t, I believe that these 
docu:m~nts support and sustain the eco
nomic Importance and eft'ectiveness of 
the. programs now incorporated. 'in the 
nat10nal home weatherization bill. 

Mr. President, I ask unanimous con
sent that the text of the bills and sup
?Orting materials be printed at this I>Oint 
10 the RECORD. 

The!e being no objection, the bills and 
material were ordered to be printed in 
the RECORD, as follows: 

s. 1165 
Be it enacted. by the Senate and. Howte of 

Representatives of the United. States of 
America in Congress assembled., That this Act 
may be cited as the "Low Income Energy 
Assistance Act of 1981". 

STATEMENT OF FINDINGS AND PURPOSE 

SEc. 2. (a) The Congress find& that--
(1) as a direct result of Federal energy 

deregulation pollcy, dramatic increases have 
occurred in the cost of home heating fuels 
and have caused corresponding sharp in
creases in the cost of home energy: 

(2) from January 1972 through February 
1980, the average retall price for natural gas 
rose 2~8 per centum; the average retall price 
for fuel oll rose 396 per centum; the average 
retall price for electricity rose 162 per 
rentum, whlle the Consumer Price Index for 
the same period rose 92 per centum; 

(3) rellable data projections show that the 
cost of home energy wlll continue to cllmb at 
excessive rates; 

(4) the cost of essential home energy 1m
poses a disproportionately larger burden on 
fixed-income, lower income, and lower
middle-income households and the rising 
cost of such energy is beyond the control of 
such households; 

(5) adequate home heating is a necessary 
aspect of shelter and the lack of home heat
ing poses a threat to llfe, health, or safety; 

(6) adequate home coollng is necessary 
for certain individuals to avoid a threat to 
llfe, health, or safety; 

(7) low-income houc;eholds often lack ac
cess to energy supplies because of the struc
ture of home energy · distribution systems 
and prevalllng credit practices; and 
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· (8) enactment of the Crude Oil Windfall 
Profit Tax Act of 1980 explicitly committed 
25 per centum of the basic net revenues from 
the windfall profit tax to assist low-income 
households in meeting rising energy costs. 

(b) It is the purpose of this Act to make 
grants to States to provide assistance to 
households in meeting rising costs of home 
energy that are excessive in relation to 
household income. 

DEFINITIONS 

SEc. 3. As used in this Act--
(1) "household" means any individual or 

group of individuals who are living together 
as one economic unit for whom residential 
energy is customarily purchased in common 
or who make undesignated payments for 
energy in the form of rent; 

(2) "home energy" means a source of heat
ing or cooling residential dwell1n.gs; 

. (3) "lower living standard income level" 
means the income level, adjusted for (A) 
family size, and (B) regional, metropolitan, 
and nonmetropolitan differences (or as the 
state at its option may select, a single level 
from among the levels adjusted under this 
clause (B) as applicable to such State), de
termined annually by the Secretary of La
bor based upon the most recent "lower living 
standard family budget" issued by the Sec
retary of Labor; 

( 4) "Secretary" means the Secretary of 
Health and Human Services; and 

( 5) "State" means each or the several 
States and the District of Columbia. 

HOME ENERGY GRANTS AUTHORIZED 

SEc. 4. (a) The Secretary is authorized to 
make grants, in accordance with the provi
sions of this Act, to States on behalf of 
eligible households to assist such households 
to meet the rising costs of home energy. 

(b) There are authorized to be appropri
ated $2,500,000,000 for the fiscal year 1982, 
and such sums as may be necessary for each 
or the next 4 succeeding fiscal years to carry 
out the provisions of this Act. 

(c) For the purpose of affording adequate 
notice of assistance available under this Act, 
appropriations under this Act are authorized 
to be included in an appropriation Act for 
the fiscal year preceding the fiscal year for 
which they are available for obligation. 
Funds appropriated under sub~ection (b) of 
this section shall remain available until ex
pended. 

ELIGmLE HOUSEHOLDS 

SEc. 5. (a) "Eligible household" means any 
household which the State determines is-

( 1) a. household in which one or more 
individuals are eilgible for (A) aid to fami
nes with dependent children under the 
State's plan approved under part A of title 
IV of the Social Security Act (other than 
such aid in the form of foster care in ac
cordance with section 408 of such Act), (B) 
supplemental security income payments un
der title XVI of the Social Security Act, (C) 
food stamps under the 'Food Stamp Act of 
1977, or (D) payments under section 415, 
521, 541, or 542 of title 38, United States Code 
(relating to certain veterans' benefits); and 

(2) any other household with an income 
equal to or less than the lower living stand
ard income level as determined pursuant to 
subsection (c) of this section or, in the case 
of a one person household, with an income 
eqUJal to or less than 125 percent of poverty. 

(b) Notwithstanding clause (1) of subsec
tion (a), a household which is eligible for 
supplemental security income payments un
der title XVI of the Social Security Act, but 
not eligible under subsection (a) (1) (A), (C), 
or (D) of this section, shall not be considered 
eligible for home energy assistance under this 
title if the el1g1b111ty of a household is de
pendent upon-

( 1) an individual whose annual supple
mental security income benefit rate 1s re
duced pursuant to section 1611 (e) ( 1) of the 
Social Security Act by reason of being in an 

institution receiving payments (under title 
XIX of that Act) with respect to that 
individual, 

(2) an. individual to whom the reduction 
specified in section 1612 (a) (2) (A) (i) of that 
Act applies, or 

(3) a child described in section 1614(f) (2) 
of that Act (who is living ~ogether with a 
parent or the spouse of a parent). 

(c) In verifying income eligib111ty for the 
purpose of clause (2) of subsection (a), the 
State shall apply procedures and policies con
sistent with procedures and policies used by 
the State agency administering programs 
under part A of title IV of the Social Security 
Act. 

STATE ALLOCATIONS 

SEc. 6. (a) ( 1) The Secretary shall, from 
90 per centum of the sums appropriated pur
suant to section 4(b) for any fiscal year, allot 
to each State an amount equal to such 90 per 
centum multiplied by the State's allotment 
percentage. 

( 2) (A) For purposes of paragraph ( 1) , a 
State's aJ.lotment percentage is the percen
tage which the amount the State was eligible 
to receive under the allotment formulas of 
the Home Energy Assistance Act of 1980 bears 
to the total amount available for allotment 
under such formulas. 

(B) For purposes of subparagraph (A), the 
allotment formulas of the Home Energy As
sistance Act of 1980 shall be treated as in
cluding the rules provided by, and the rules 
referred to in, section I01(j) of Public Law 
96-536. 

(3) If the sums appropriated for any fiscal 
year for making block grants under this Act 
are not sufficient to pay in full the total 
amount allocated to a State under paragraph 
( 1) of this subsection for each fiscal year, 
the amount which all States wm receive un
der this Act for such year shall be ratably 
reduced. 

(b) ( 1) From the remainder of the sums 
appropriated pursuant to section 4(b) for 
each fiscal year, the Secretary shall-

(A) first reserve $2,500,000 to be appor
tioned on the basis of need between the 
Commonwealth of Puerto Rico, Guam, Amer
ican Samoa, the Virgin Islands, the Northern 
Mariana Islands, and the Trust Territory of 
the Pacific Islands, and 

(B) then transfer to the Director of the 
Community Services Administration $200,-
000,000, subject to the provisions of the sec
ond sentence of this paragraph for carrying 
out energy crisis related activities authorized 
under section 222 (a) ( 5) of the Economic 
Opportunity Act of 1964, or if there are no 
such activities then the Secretary shall re
serve, subject to the provisions of the sec
ond sentence of this paragraph, $200,000,000 
for an energy crisis intervention program. 
The percentage of the amount transferred 
under subparagraph (B) of this paragraph 
and available for use in each State shall be 
the same percentage as the percentage al
lotted to such State under this section for 
the total amounts available for allotment to 
S t·ates under sub3ect-ion (a) of th-is &3ction. 
Twenty per centum of the total amount 
transferred under subparagraph (B) may be 
ut111zed without regard to the requirements 
of the preceding sentence. 

(2) Each jurisdiction to which paragraph 
(1) (A) applies may receive grants under this 
Act upon an application submitted to the 
Secretary containing provisions which de
scribe the programs for which assistance is 
sought under this Act, and which are con
sistent with the requirements of section 8 
(b) of this Act. 

(3) (A) From the sums appropriated pur
suant to section 4(b) and made available 
under paragraph (1) (B) of this subsection, 
the Director or the Secretary, as the case 
may be, shall reserve a sum not to exceed 
$3,000,000 in each fiscal year for outreach 
activities designed to assure that eligible 
households with elderly members or handi-

capped members, or both, are made aware of 
the assistance available under this Act. The 
Director, or the Secretary, as the case may 
be, shall enter into agreements with na
tional organizations representing the elderly 
or national organizations representing the 
handicapped to carry out the provisions of 
this subparagraph. 

(B) No payment may be made under this 
paragraph to any national aging or handi
capped organization unless the Director, or 
the Secretary, as the case may be, determines 
that such outreach activities will be coordi
nated with State outreach activities required 
under section 8(b) (12). 

(c) The portion of any State's allotment 
under subsection (a) for a fiscal year, which 
the Secretary determines wm not be re
quired for the period such .allotment is avail
able for carrying out the purposes of this 
Act, shall be available for reallotment from 
time to time, on such dates during such pe
riod as the Secretary may fix, to other States 
based on need and ab111ty to expend the 
funds consistent with the provisions of this 
Act and taking into account the proportion 
of the original allotments made available to 
such States under subsection (a) for such 
year, but with such proportionate amount 
for any of such other States being reduced 
to the extent it exceeds the sum which the 
Secretary estimates such State needs and 
will be able to use for such period for carry
ing out such portion of its State application 
approved under this Act, and the total re
duction shall be similarly reallotted among 
the States whose proportionate amounts are 
not so reduced. In carrying out the require
ments of this subsection the Secretary shall 
take into account the climatic conditions 
and such other relevant factors as may be 
necessary to assure that no State loses funds 
necessary to carry out the purposes of this 
Act. Any amount reallotted to a State un
der this subsection during a year shall be 
deemed part of its allotment under subsec
tion (a) for such year. 

(d) (1) Any allocations to a State may be 
reallocated only if the Secretary has pro
vided thirty days advance notice to the 
chief executive and to the general public. 
During such period comments may be sub
mitted to the Secretary. 

(2) After considering any comments sub
mitted during such period, the Secretary 
shall notify the chief executive of any deci
sion to reallocate funds, and shall publish 
such decision in the Federal Register. 

(e) The aggregate residential energy ex
penditure for each State and for all States 
shall be determined by the Secretary after 
consulting with the Secretary of Energy. 

(f) The allotments made under this section 
shall be made on the basis of the latest reli
able data available to the Secretary. 

(g) (1) If, with respect to any State, the 
Secretary-

(A) receives a request from the governing 
body of an Indian tribe or tribal organiza
tion within the State that assistance under 
this title be made directly to such tribe or 
organization, and . 

(B) determines that the members of such 
tribe or tribal organization would be better 
served by means of grants made directly to 
provide benefits under this Act, 
the Secretary shall reserve from amounts 
which would otherwise be allotted to such 
State under this Act for the fiscal year the 
amount determined under paragraph (2). 

(2) The Secretary shall reserve for the pur
pose of paragraph (1) from sums that would 
otherwise be allotted to such State not less 
than 100 per centum of an amount which 
bears the same ratio to the State's allotment 
for the fiscal year involved as the population 
of all eligible Indians for whom a determina
tion under this paragraph has been made 
bears to the population of all eligible house
holds in such State. 

(3) The sums reserved by the Secretary on 
the basis of a determination under this sub-

I 
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section shall be granted to the Indian tribe 
or tribal organization serving the individuals 
for whom such a determination has been 
made. 

(4) In order for an Indian tribe o.r tribal 
organization to be eligible for an award for a 
fiscal year under this subsection, it shall sub
mit to the Secretary a plan for such fiscal 
year which meets such criteria as the Secre
t;ary may prescribe by regulation. 

( 5) The terms "Indian tribe" and "tribal 
organization" have the same meaning given 
such terms in section 4 (b) and section 4 (c) 
of the Indian Self-Determination and Edu
cation Assistance Act (25 u.s.c. 450b). 

USES OF HOME ENERGY GRANTS 

SEc. 7. Grants made under this Act may be 
used for home energy assistance in accord
ance with plans approved under section 8. 

STATE PLANS 

SEC. 8. (a) Each State desiring to receive 
a home energy grant under this Act shall 
submit a State plan to the Secretary, at such 
time, in such manner, and containing or 
accompanied by such information as the 
Secretary deems necessary. 

(b) Each such State plan shall-
(1) (A) designate an agency of the State 

to be determined by the chief executive to 
administer the program authorized by this 
Act, (B) describe local administrative ar
rangements, (C) establish State procedures 
designed to assure the coordination of low
income weatherization assistance authorized 
under any other provisions of Federal law and 
the assistance provided under this Act, and 
(D) provide assurances that such procedures 
will be carried out; 

(2) provide for a State program for fur
nishing home energy assistance to eligible 
households through payments made in ac
cordance with the provisions of the plan, 
to-

( A) home energy suppliers, 
(B) eligible households whenever the chief 

executive determines such payments to be 
feasible, or when the eligible household is 
making undesignated payments for rising 
energy costs .in the form of rent increases, or 

(C) any combination of home energy sup
plier and eligible household whenever the 
chief executive determines such payments to 
be feasible; 

(3) describe the procedures by which eligi
ble households in the State are identified and 
certified as participants; 

( 4) describe the amount of assistance to 
be provided to or on behalf of participating 
households assuring (A) that priority is given 
to households with lowest incomes and to 
eligible households having at least one el
derly or handicapped individual, and (B) 
that the highest level of assistance is pro
vided to households with lowest incomes and 
the highest energy costs in relation to In
come, taking into account-

(!) the average home energy expenditure, 
(11) the proportional burden o! energy costs 

in relation to ranges o! income, 
(111) the variation in degree days tn re

gions of the State in any State where appro
priate, and 

(iv) any other relevant consideration 
selected by the chief executive including pro
visions for payment levels !or households 
making undesignated payments in the form 
of rent; 

(5) provide, tn accordance with clause (2) 
(A), for agreements with home energy sup
pliers under which-

(A) the State will pay on a timely ba.sis 
by way of regular installments, as reimburse
ments or a line of credit, to the supolier 
designated by each participating household 
the amount of assistance determined in ac
cordance with clause (4) and shall notify 
each participating household o! the amount 
of assistance paid on its behalf; 

(B) the home energy supplier will charge 
the household specified in subclause (A), in 

the normal billing process, the difference 
between the actual cost of the home energy 
and the amount of the payment made by the 
State under this Act; and 

(C) the home energy supplier, subject to 
subsection (f) of this section, wlll provide 
assurances that any agreement entered into 
with a home energy supplier under this 
clause will contain provisions to assure that 
no household receiving assistance under this 
Act will be treated any differently because of 
such assistance under applicable provisions 
of State law or public regulatory require
ments; 

(6) provide for the direct payment to 
households to which subclauses (B) and (C) 
of clause (2) applies; 

(7) provide for public participation in the 
development of the plan; 

(8) provide assurances that the State will 
treat owners and renters equitably under the 
program assisted under thLs Act; 

(9) provide that-
(A) in each fiscal year, the State may use 

for planning and administering the plan an 
amount not to exceed 10 per centum of its 
allotment under this Act for such year, ex
cept that-

(i) no less than 1 V:! per centum of the 
total amount allocated to the State for such 
year (together with an equal amount of State 
or local funds) shall be used to carry out 
paragraph (12), and 

(11) in no case may the Federal share of the 
cost of planning and administering the plan 
exceed 50 per centum of such cost, and 

(B) the State will pay from non-Federal 
sources the remaining costs of planning and 
administering the plan and will not use Fed
eral funds for such remaining costs; 

(10) provide that, of the funds the State 
receives for each fiscal year, the State may 
reserve not more than 10 per centum of the 
funds to be available for weather related and 
supply shortage emergencies; 

(11) provide for outreach activities de
signed to assure that all eligible households, 
particularly households with elderly or 
handicapped individuals, households with 
working poor individuals, are aware of the 
assistance available under this Act; 

(12) provide that fiscal control and fund 
accounting procedures will be established as 
may be necessary to assure the proper dis
persal of and accounting for Federal funds 
paid to the State under this Act, including 
procedures for monitoring the assistance 
provided under the plan; and 

(13) provide assurances that the State will 
not reduce regular benefit levels, from the 
levels of such benefits as of February 26, 1980, 
in existing federally assisted cash assistance 
programs, except that in a State which in
creases such programs solely for the purpose 
of energy assistance, such increase shall not 
be considered a part of the regular program 
for the purposes o! this clause. 

(c) The State is authorized to make grants 
to eligible households to meet the rising 
costs of cooling whenever the State estab
lishes that such cooling is necessary. 

(d) (1) The Secretary shall approve any 
State plan, or modification thereof, that 
meets the requirements of subsections (b) 
and (c) and shall not finally disapprove, in 
whole or in part, any plan, or any notifica
tion thereof, for assistance under this Act 
without first affording the State reasonable 
notice and opportunity for a hearing within 
the State. Whenever the Secretary disap
proves a plan the Secretary shall, on a timely 
basis, assist the State to overcome the de
ficiencies in the plan. 

(2) Where the Secretary determines that a 
waiver is likely to ·assist in promoting the 
objecrtives of this Act, the Secretary may 
waive compliance with any of the require
ments of subsection (b) (ot.ber than para
grtaph (9)) to the extent and for the period 
the Secretary finds necessary to enalble rany 

such State to carry out the program assisted 
under this Act. 

(e) Any State which makes advances 
avaHable for activities relating to the de
velopment of a State plan and for other 
activities under this Act in substantial com
pl•iance with an ap{»"'oved State plan may be 
reimbursed for such advances from the a-l
location made to that State under section 
6(a) when funds are appropriated to carry 
out the provisions of this Act. 

PAYMENTS 

SEc. 9. (a) From the amount allotted to 
each State pursuant to section 6, the Sec
retary shall pay to the State which has an 
application approved under section 8 an 
amount equal to the amount needed for the 
purposes set forth in the State plan. 

(b) Payments under this Act may be 
made in installments in advance or by way 
of reimbursement, with necessary adjust
ments on account of overpayments and 
underpayments. 

WrrHHOLDING 

SEC. 10. Whenever the Secretary, after rea
sona.ble notice and opportunity for hea.ring 
within the State to any State, finds that 
there has been a substantial failure to com
ply with any provision set forth in the State 
plan of that State approved under section 8, 
the Secretary shall notify the State that fur
ther payments will not be made under tbis 
Act until the Secretary is satisfied that there 
is no lo·nger any such failure to comply. 
Until the Secretary is so satisfied, no further 
payments shall be made under this Act. 

CRIMINAL PENALTIES 

SEC. 11. Whoever violates provisions of this 
Act or who knowingly provides false infor
mation in any report required under this Act 
shall be fined not more than $10,000 or im
prisoned not IIlJOil"e than five years or both. 

ADMINISTRATION 

SEC. 12. (a) (1) The Secreta.ry may delegate 
any functions under this Act, except the 
making of regulations, to any omcer or em
ployee of the Department of Health and 
Human Services. 

(2) The Secretary shall issue regulations 
under this Act, within sixty days after the 
date of enactment of this Act. 

(b) In administering the provisions of 
this Act, the Secretary is authorized to uti
lize the services and facilities of any agency 
of the Federal Government and of any 
other public agency or institution, to the ex
tent such services and facilities are other
wise authorized to be made available for 
such purpose, in accordance with appro
priate agreements, and to pay for such serv
ices either in advance or by way of rel~
bursement as may be agreed upon. 

(c) Notwithstanding any other provision 
of law, the amount of any home energy as
sistance payments or allowances provided 
to an eligible household under this Act 
shall not be considered income or resources 
of such household (or any member thereof) 
for any purpose under any Federal or State 
law, including any law relating to taxa
tion, public assistance or welfare program. 

(d) The Secretary shall coordinate the 
administration of the program established 
under this Act with appropriate programs 
authorized by the Economic Opportunity 
Act of 1964 and any other existing Federal 
energy programs administered by the Sec
retary of Energy. 

(e) The Secretary, after consultation with 
the Secretary of Energy, the Director of the 
Community Services Administration, the 
Secretary of Housing and Urban Develo-p
ment, and the Secretary of Agriculture, shall 
establish procedures for referrals for par
ticipation in Federal weatherization pro
grams under section 8(b) (.1). 

(!) (1) The Secretary, in cooperation with 
such other agencies as may be appropriate, 
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shall develop and implement the capacity 
for estimating total annual energy expendi
tures of low-income households in each 
state. The Secretary shall submit to the 
congress his estimates pursuant to this sub
section together with a description of the 
manner in which they were determined prior 
to the beginning of each calendar year start
ing with 1981. 

(2) The Secretary, after consultation wlth 
the Secretary of Energy, shall provide for the 
collection of data, including-

(A) information concerning home energy 
consumption, 

(B) the cost and type of fuels used, 
(C) the type of fuel used by various In

come groups, 
(D) the number and income levels of 

households assisted by this Act, and 
(E) any other information which the Sec

retary determines to be reasonably necessary 
to carry out the provisions of this Act. 

REPEALER 

SEc. 13. Effective October 1, 1981, the Home 
Energy Assistance Act of 1980 is repealed. 

s. 1166 
Be tt enacted by the Senate and House 

of Representatives of the United States of 
America in Congress assembled, 

SHORT TITLE 

SEC. 101. This Act may be cited as the 
"National Home Weatherization Act of 
1981". 

FINDINGS AND PURPOSE 

SEC. 102. (a) The Congress finds and de
clares that-

(1) the health of this Nation's economy, 
the welfare of its citizens and the mainte
nance of national security are dependent on 
the deployment of ·domestic energy re
sources; 

(2) the application of energy efficient 
processes, technologies and activities are this 
Nation's most abundant and economic 
source of energy; 

(3) to supplement privat~ sector conser
vation initiatives, States are in a unique 
position to implement energy planning and 
essential human services of low-income 

· citizens; and 
(4) existing State grant programs include 

a myriad of unnecessary, costly and redun
dant Federal requirements which constitute 
an inefficient use of scarce Federal financial 
resources. 

(b) The purpose of this Act is to elimi
nate unnecessary Federal requirements by 
consolidating existing categorical grant pro
grams into a single energy grant for States 
to provide essential planning and energy as
sistance to low-income households. 

DEFINITIONS 

Szc. 103. As used in this Act the term
( 1) "Secretary" means the Secretary of 

Energy; 
(2) "Governor" means the chief executive 

officer of a State, whether elected or ap
pointed, or his designee; 

(3) "State" me9.ns a State, the District 
of Columbia, Puerto Rico, the Vir~in Is
lands, Guam, American Samoa, the Govern
ment of the Northern Mariana Islands, and 
the Trust Territory of the Pacific Islands; 

(4) "State energy plan" me::~.ns a plan, in
cluding the State energy programs identified 
in the plan, that a State has developed or 
wlll develop and which has been or wlll be 
submitted for approval under this Act; 

(5) "State energy program" means any 
Department of Energy program that pro
vides financial assistance to States under 
an allocation formula established under 
Federal law, including programs authorized 
under parts D and G of title III of the 
Energy Polley and Conservation Act ( 42 
U.S.C. 5201), the Naticnal Energv Extension 
Service Act (42 u .s.a. 7001). part A of title 
IV of the Energy Conservation in Exl&ting 

Buildings Act ( 42 u.s.a. 6851), and part A 
of title II of the Emergency Energy Con
servation Act ( 42 u.s.a. 8501); 

(6) "unit of local government" means any 
city, county, town, municipality, or any 
other political subdivision that is a unit of 
general purpose local government of a State: 

(7) "regional council" means any multi
jurisdicticnal unit established under State 
law, interstate compact, or interlocal agree
ment, to formulate policies and plans for the 
orderly development of a substate region or 
interstate region which, in the absence of 
a State law to the contrary, has a majority 
of local elected officials on its governing 
body; 

(8) "conservation" means a reduction of 
energy consumption or an increase in the 
efficiency of energy use, including the appli
cation of solar, geothermal, wind, low-head 
hydroelectric, biomass and ocean energy sys
tems; and 

(9) "Act" means the National Home 
Weatherization Act of 1981. 

GRANT APPLICATIONS 

SEc. 104. (a) Notwithstanding any other 
provision of law, a State may submit an 
annual grant application requesting finan
cial ass·istance under -this Act-

( 1) for programs authorized under part A 
of title IV of the Energy Conservation in 
Existing Buildings Act (42 U.S.C. 6851); 

(2) for programs authorized under part A 
of title II of the Emergency Conservation 
Act (42 u.s.a. 8501); 

(3) for programs authorized under parts 
T and G of title III of the Energy Polley and 
Conservation Act (42 U.S.C. 6201); 

(4) for programs authorized under the 
National Energy Extension ·Service Act ( 42 
u.s.a. 7001); and 

( 5) for any other State energy conserva
tion program authorized by Federal law. 
Not less than 65 percent of such assistance 
shall be ut111zed for programs authorized 
under part A of title IV of the Energy Con
servation in Existing Buildings Act, except 
that the Secretary may waive suCih require
ment if the Governor, after public hearings, 
determines that an insufficient or limited 
need exists for low-income weatherization 
services in such State. 

(b) That portion of the application for 
each program shall be approved by the State 
or local official or agency officially author
ized to implement that program under State 
law. 

(c) The Secretary shall within 90 days 
after the date of tJhe enactment of this Act 
prescribe rules providing financial assistance 
for weatherization grant applications de
scribed in subsection (a). To ena'ble a State 
to submit a grant a,pplication for a uniform 
time period, the Secretary and the appropri
ate State official or agency, by mutual agree
ment, may amend the program time period 
and any other &idministrative provision asso
ciated with financial assistance awarded be
fore the approval of the grant application, 
and may agree that the unexpended balance 
of any funds made available under such 
programs may continue to be available for 
the purposes for which those funds were 
appropria,ted. 

(d) The Secretary shall review and 83>
prove, in whole or in part, an application 
submitted under this section unless the Sec
retary determines that-

(1) the application fails to meet the re
quirements of the regulations issued under 
subsection (c) ; 

(2) the proposals for assistance are incon
sistent with Federal law; and 

(3) when financial assistance has been 
provided previously to a State under this 
Act, either-

(A) the State has failed to submit, in 
good faith, a State energy plan within the 
time period required by section 106(a); or 

(B) the State has failed to receive an ex
tension under section 106(c). 

(e) Notwithstanding any other law, the 
Secretary shall approve a weatherization 
grant application under subsection (a) to 
use financial assistance for expenditure un
der any other State energy program covered 
by the same application described in sub
section (a) . 

FINANCIAL ASSISTANCE 

SEc. 105. (a) The secretary, subject to the 
availab111ty of funds, shall provide financial 
assistance to States to implement State en
ergy programs covered by an application ap
IProved under section 104 of this Act. 

(b) The Secretary, subject to the avall
abll1ty of funds, may provide-

(1) financial assistance to States to fund 
State energy programs and costs covered by 
an application submitted under section 104; 

(2) financial and technical assistance to 
States to develop, implement, and modify 
State energy plans submitted under section 
106; and 

(3) financial and technical assistance to 
Indian tribes for the purposes described in 
section 108 (c) of this title. 

REQUIREMENTS FOR STATE ENERGY PLANS 

SEc. 106. (a) In order to receive assistance 
under this Act a State shall submit its first 
State energy plan not later than 9 months 
after the date the Secretary issues regula
tions under subsection (b). A State energy 
plan may be modified and resubmitted at 
any time and shall be modified and resub
mitted biennially from the date of approval 
of the first State energy !Plan. 

(b) The Secretary shall not later than 
ninety days after the date of enactment 
of this Act prescribe regulations for State 
energy plans, which plans shall contain-

(1) a management plan for, and a de
scription of procedures to coordinate and 
apportion the responsibilities for develop
ment, implementation and administration 
of such plan with appropriate units of local 
government 1:tnd regional councils; 

(2J a management plan for implementing 
a low-income weatherization assistance pro
gram as authorized under part A of title IV 
of the Energy Conservation in Existing Build
ings Act (42 u.s.a. 6851) or a waiver of 
such requirement pursuant to section 104 of 
this Act; 

{3) a management plan for, and a descrip
tion of, State procedures to coordinate the 
administration of low-income weatheriza
tion assistance and low-income energy as
sistance authorized under title III of Public 
L~w 96-223, together with other low-income 
energy assistance programs authorized by the 
Economic Opportunity Act of 1964, and any 
other energy assistance program authorized 
by Federal law; 

(4) a management plan for, and a descrip
tion of the proposed uses of funds provided 
under this Act for the purpose of imple
menting the State energy plan. In addition, 
such management plan shallinclude-

(A) a description of the number of low
income households, their fuel source and 
characteristics of such dwelllngs to be pro
vided weatherization assistance by such 
state; 

(B) an identification of those major en
ergy consumption sectors in which the State 
has the greatest opportunity to affect sig
nificant additional energy conservation, an:i 
a description of the State goals and objec
tives for energy conservation in such sectors; 

(C) a description of the programs the 
State and units or local government will 
carry out to achie•re their energy conserva
tion goals and objectives; and 

(D) program objectives by which the 
State and units of local government will pe
riodically monttor and assess their success 
in implementing the State energy plan; 

(5) a description of State ener(7y supply 
and demand and of its energy conservation 
goals and policies, including a description ·or 
any data systems the State and units of lo-
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cal government will use in the developmant, 
modification, or implementation of a State 
energy plan; and 

(6) a description of how the State and 
units of a local government plan to imple
ment the State energy programs establls t1 ec 
under other law, including programs covered 
by an application under section 101. 

(c) Upon written request of the Governor, 
the Secretary, for good cause, may extend 
the time for compliance with subsection (a) . 

(d) The Secretary shall approve, in whole 
or in part, a State energy plan or modification 
thereto unless the Secretary determines 
that-

( 1) the plan or modification fails to comply 
with the requirements of this Act; and 

(2) the State energy plan, or the plan as 
modified, is inconsistent with Federal law. 

(e) I! a State so requests, each department, 
agency or instrumentality of the executive 
branch of the Federal Government that 
either produce3 or consumes significant quan
tities of energy within that State shall, con
sistent with applicable law, provide such 
available energy-related information as is 
necessary and practicable to assist the State 
in the development of its State energy plan. 

(f) A State shall hold public hearings on 
the development of its first State energy 
plan, and on any modification thereof. Any 
such public hearing shall follow adequate 
notice, which shall be directed toward-

( 1) units of local government; 
(2) regional councUs; 
(3) Indian tribes within the State; and 
( 4) the public. 
(g) A State shall give priority to the needs 

of the poor, the handicapped, and the elderly 
in developing and implementing a State 
energy plan, particularly with regs.rd to the 
coordination of federally funded low-income 
energy assistance programs. 

DISAPPROVAL 
SEC. 107. (a) I! the Secretary, in whole or 

in part-
( 1) disapproves an application for assist

ance under this Act; 
(2) disapproves a request for a waiver 

under this Act; 
(3) disapproves a State energy plan or 

modification thereto; or 
( 4) finds that a recipient of assistance has 

failed to comply with-
(A) the provisions of this Act or the regu

lations promulgated hereunder; or 
(B) the provisions of any law governing a 

program covered by an application submitted 
under section 101, 
the Secretary shall provide written notice of 
such disapproval or finding and provide a 
statement of the reasons therefor. 

(b) Unless corrective action has been 
. taken, the Secretary, after providing written 
notice and affording an opportunity to pre
sent views, shall make a final determination 
in writing stating the reasons for the deter
mination. 

(c) Upon issuance of the notice referred 
to in subsection (a) , the Secretary may 
suspend payments of financial assistance. If 
the Secretary makes a final determination in 
accordance with subsection (b), no financial 
assistance shall be provided for any part of 
a State energy plan or other activities deter
mined not to comply with appropriate re
quirements until the Secretary is satisfied 
there is no longer a failure to comply. 

ALLOCATION OF FUNDS 
SEc. 108. (a) For the purposes of this Act
(1) 65 percent of amounts made available 

shall be allocated wlt.h respect to the several 
States in accordance with a formula to be 
prescri·bed, by rule, by the Secretary, tal{ing 
into account the relative number of low-in
come households in such State, the am011nt 
and avallabillty of fuel or other enerey used 
by such households in such States, and other 

such factors as the Secretary deems appro
priate; 

(2) 25 perc~nt of amounts made available 
shall be allocated with respect to the several 
States in accordance with a formula to be 
prescribed, by rule, by the Secretary, taking 
into account population and climate of each 
State, and other factors as the Secretary 
deems appropriate; and 

(3) 10 percent of amounts made available 
shall be allocated equally among the States. 

(b) Notwithstanding subsection (a), the 
Secretary shall reserve annually for the bene
fit of Indian tribes some portion of the sums 
available for financial assistance under this 
Act and shall within 90 days after the date 
of the enactment of this title prescribe re
quirements for the allocation and use of the 
reserved portion as the Secretary, after af
fording reasonable opportunity for State 
comments, deems appropriate. 

(c) Notwithstanding subsection (a), the 
Secretary may prescribe a maximum alloca
tion for the Virgin Islands, Guam, American 
Samoa, the Government of the Northern 
Mariana Islands; and the Trust Territory of 
the Pacific Islands. 

(d) No recipient shall expend funds pro
vided under this title-

( 1) to pay the costs of any construction or 
the purchase of real property; 

(2) to pay all or any portion of the pur
chase price of equipment, other than office 
equipment, except to the extent authorized 
by other law; 

(3) to subsidize fares for public trans
port-ation; or 

(4) for such other purposes as the Secre
tary may prescribe. 

(e) The total amount allocated for any 
State un~er subsection (a) in any year for 
section 101 or for section 102 shall not ex
ceed 10 percent of the total amount allocated 
for all the States in such year under subsec
tion (a) for that section. 

(f) The Secretary shall prescribe rules lim
iting the amount of funds committed or 
granted to an aoplica.nt which m.a.y be ex
pended for administrative expenses. 

(g) Funds allocated under this section for 
a. fiscal yea.r but not obligated in such fiscal 
year shall be availa.ble for reallocation under 
subsection (a) Of this section in the subse
quent fiscal year. 

STATE MATCHING REQUIREMENT 
SEc. 109. In order to receive assistance un

der this Act a State shall provide funds equal 
to 15 percent in fiscal yeR.r 1982. 2!) percent 
in fiscal year 1983, and 35 percent in fiscal 
year 1984 of the amount of funds allocated 
to such State under section 108 of this Act. 

ASSISTANCE TO LOCAL GOVERNMENTS AND 
REGIONAL COUNCILS 

SEc. 110. (a) A State receiving financial 
assistance under this Act shall provide units 
of local government and regional councils 
a portion of such financial assistance com
mensurate with the rel!lltive responsib111ties 
described in the State energy plan as required 
in section 106 of this Act. 

(b) A State may participate in interstate 
or multistate regional organizations that 
provide for the coordination of its Strute en
ergy plan with the State energy plans of 
other participating States. Each State may 
make available directly to such organizations 
a portion of the financial assistance provided 
under this Act for any use consistent with 
the purposes of this Act. 

TRANSITION TO GRANTS 
SEc. 111. (a) To enable a State to submit a 

grant application the Secretary a-nd the ap
propriate State official or State agency shall, 
by mutual agreement, amend existing agree
ments according to the provisions of section 
104(c) of this Act. 

(b) Nothing tn this Act shall be construed 
to affect any financial arrangement made or 

entered into by the Secretary prior to the 
date of the enactment of this Act. 

(c) Nothing in this Act supersedes any 
provision of existing law except to the ex
tent that this Act is inconsistent with such 
provisions. 

AUTHORIZATION OF APPROPRIATIONS 
SEc. 112. There is authorized to be appro

priated for the purposes of carrying out State 
energy grant programs described in section 
104(a), $400,000,000 in each fiscal year 1982, 
198~. and 1984, which shall remain available 
until expended. 

NATIONAL HOME WEATHERIZATION ACT OF 1981 
LEGISLATIVE SUMMARY 

Th·o National Home Weatherization Act of 
1981 would ·retadn the low-inoome wea.tlher
imtl<on pXIOgi'Iam 1.n the Depal"tment of En
ergy and wouild authorize the oorusol:ldation 
ot fi-ve major energy conservation prog·rams 
to be administered 'by s·ta:tes. Those e.ctlvi
tie3 C'overed by the Act tncJude: 

Low-Income Weatherization assistance as 
au uhor:ized und·er Part A of Title ~v of the 
Energy Oonserva·vion in Exl3tdn.g Buildings 
Act ('P.L. 9~85) 

Stla.te Emergency P.lanning as authOTized 
under ~t A o! Title m of the Eme.rgency 
Energy Oonserva't.lon Ac·t (P.L. 96-102) 

Low-IncO'llle Weatherization assistance as 
authOO'ized under Part D of Title il'I of the 
En:er.gy Policy and Oonservat1on A.ct (P.r •. 
94-163) 

Energy Audit and retrofits for schools and 
hospi1tals as authorized under Title m of 
tthe Energy Polley .and Conservation Act (P.I •. 
94-1-63) and, 

Technloal information '!IISSistl8.nce as au
thoriz-ed under the Energy Extension service 
Act (P.L. 95-39). 

While OOIStly and redundant fedeMl re
quirements are eliminated under the Na
tlona.J. Home Weatherization :Act, several im
por.t:a.nt provisions are included to maintain 
a •oon:;ts;ten.t and responsible !federal assist
an·ce program. These provdsions include: 

A prerequisite that staites ut111ze at least 
65% of their assistance for low-!nooa::ne 
wea. therWa.tlon 

A p·rerequLsite that states develop a plan 
to ooordinate the a.dministr.wtion of low-in
come we·!lltheriza.tion services with other en
ergy assiiStance programs for low-dlllcome 
families, and 

A prerequ1stte that states develop a man
agement plan wthich includes units of local 
crovemment and apporblons lfina.nclal assist
ance commensurate with those shared re
sponsib1Uties 

I.n add.itl<on, .the Nationa-l Home Weather
ization Act of 19·81 includes provisions to: 
Lim~t authtOO"l.zed spending levels to an 

amount less than is presently appropriated 
fo.r these ·progt"ams, and 

Require a state match of 15 per centum ln 
fisc& ye-ar 1982, 25 peT c·entum 1in filsca.l year 
1983 and 35 per centum in fiscal yea.r 1984. 

FACT SHEET ON STATE ENERGY PROGRAMS 
Since the Oil Embargo of 1973, states have 

become increasingly involved in creating and 
undertaking programs to help deal with our 
nation's all dependency. The states and lo
calities have also become the primary de
livery system for national energy conserva
tion and emergency programs. Despite the 
effectiveness and pressing need for these pro
grams. all but one of the state energy grant 
programs are being proposed for elimination 
in FY 82. Following are reasons why these 
programs should be maintained during this 
period of severe economic problems and a 
suggested approach to consolidating the pro
grams, thereby eliminating some unneces
sary administrative costs. 

These programs are infiation-restraining. 
There wm be a significant benefit to the 
economy if these programs are retained. 
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These programs are cost-effective. The col

lective energy cost avoidances for 1976-80 
amounted to $22 billion with a benefit-to
cost ratio of 30 to 1. 

These programs will ensure that the na
tion will be better prepared to cope with 
the dramatic impact of a major oil supply 
disruption. 

These programs address the needs of the 
low-income individuals who will feel more 
intensely the burden of rapidly rising energy 
costs. 

These programs will directly offset the 
continuing need for direct fuel assistance 
payments to the poor. 

These programs are helping to reduce our 
nation's overall rate of energy consumption 
without sacrificing quality of life while send
ing signals to our allies of our commitment 
to reducing our oil dependency. 

These programs will help cushion the im
pact of decontrolled oil prices on the aver
age American homeowner and businessman. 
If there is one concern equal to the concern 
with inflation to the American citizen, it is 
the rising price of fuel. 

THE PROGRAMS 

State energy conservation program (SECP) 
($47.8 million appropriated in l''Y 81). 

SECP has established the states as the pri
mary delivery mechanism for energy con
servation programs and has provided the 
basic stimulus for the development of state 
energy policy and programs. SECP requires 
states to undertake certain mandatory con
servation measures while developing addi
tional conservation measures appropriate for 
the state. In .addition, SECP has been drawn 
on to carry out additional national programs 
such as residential conservation programs 
and energy emergency activities. 

Conservation estimates of four major SE
CP measures indicate that for every dollar 
of federal funds spent, $5 .40 worth of energy 
was saved with a cost-benefit ratio of 1 to 5 
for 1979. 

Energy extension se.rvice (EES) ($20 mil
lion appropriated in FY 81) . 

EES provides small-scale energy users 
with personalized information and technical 
assistance on energy conservation and the 
use of renewable resources. services such as 
energy audits and self-help workshops are 
tailored to the needs of homeowners, small 
businesses, local governments, and other 
public institsutions. The program began as a 
pilot project with 10 states and, based on 
favorable resUlts, was expanded nationwide. 
EES clients in the ten pilot states saved the 
equivalent of 6,400 barrels of oil per day be
yond what would have been saved without 
the program. The cost of achieving these ad
ditional energy savings averaged $8.50 per 
barrel of oil equivalent. Compared to the 
cost of buying a barrel of imported oil ( $30-
$35), the EES is clearly cost-effective. For 
1980 it is e<>timated that 6.9 million barrels 
of oil equivalent was saved beyond what 
would have been saved without the pro
gram. 

Institutional buildings grant program 
($181 million appropriated In FY 81). 

This program administered by the states 
provides support In the form of matching 
grants to financially strapped institutions 
that would not otherwise have the front-end 
finances to pay for cost-effective efficiency 
measures. In FY 80 eligible institutions sub
mitted nearly 21,000 appllcations for tech
nical assistance and energy conservation 
measure grants. DOE made nearly 8 ,300 grant 
awards to Individual Institutions, totaling 
over $220 mill1on and supportin15 approxi
mately 21,000 institutional buildings. 

Low-income weatherization ($182 mill1on 
appropriated in FY 81) . 

The Weatherization Assistance Progre.m 
is targeted toward we!l.therizing housing of 
low-income familles to help them cope with 
rising energy costs. The need for a strong, 

effective, low-income weatherization pro
gram will be especially pressing given the 
decontrol of energy prices. Although there 
were significant problems in the earlier years, 
especially in the use of CETA labor, substan
tial changes have been made and the pro
gram over the past year is proving itself 
quite effective. 

The program has weatherized 265,182 
homes in FY 1980 with expenditures of $182,-
082,673. This compares to FY 1979 figures of 
118,200 homes wea;therized and expenditures 
of $39 ,937,746. Production increased by 224 
percent over FY 1979. The savings per dwell
ing are permanent savings. The equivalent 
of over 2 million barrels of oil will be con
served each year In the 860,000 homes 
weatherized so far through the DOE program, 
avoiding costs of $54.5 million. 

Emergency energy conservation progra.m 
($10 million appropriated in FY 81). 

The Emergency Energy Conservation Act 
of 1979 is the major legislative authority 
enabling the nation to deal with energy 
shortages and relles heavily on states to pro
vide the first line of defense in a supply dis
ruption. State actions are needed to help 
cope with the dramatic economic impact of 
any future energy shortages. 

RECOMMENDED APPROACH 

Recognizing the need for reducing the 
overall budget, states are willing to take 
cuts in the programs but not total elimina
tion. 

FY 82 APPROPRIATIONS 

Some funding cuts could be made from 
the combined FY 81 appropriations level of 
$77.8 for SECP, EES, and EECA as we move 
toward a more flexible block grant approach. 

Separate funding for low-income weather
ization should be restored to $200 mllllon
the original proposed level for FY 81. The 
program w111 essentially be lost if it 1s in
cluded in the Community Development 
Block Grant Program without separate ad
ditional funding. In addition, under the 
low-income assistance program, Governors 
should be allowed to use some of these funds 
to supplement weatherization efforts, off
setting the need for future direct fuel pay
ments. 

ENERGY BLOCK GRANT 

The state and local governments have 
supported an energy block grant which 
would combine the programs described 
above. The block grant would allow the state 
to target funds to the most needed and cost
effective programs for the individual state. 
Conservation. renewable and conventional 
resource development and emergency pro
grams could all be carried out under the 
grant. In addition, coordinated audit and 
weatherization activities woUld be targeted 
to low-income groups. The block grant could 
be funded a.t approximately $300 mi111on, 
representing a 33% reduction from the com
bined FY 81 appropriation level, and woUld 
include a 20% match requirement. 

STUDY OF STATE ENERGY CONSERVATION 
PROGRAM 1980 ENERGY SAVINGS INDICATORS 

This report was prepared as an account 
of work sponsored by the United States 
Government. Neither the United States nor 
the United states Department of Energy, 
nor any of their emolovees, maJres a;ny war
ranty, express or implied , or assumes any 
legal liab111ty or responsib111tv for the ac
curacv completeness, or usefulness of any 
information, apparatus, product, or process 
disclosed, or represents that its use would 
not infringe privately owned ri~hts . Refer
ence herein to any specific commercial prod
uct, process, or service bv trade na.tne, mark, 
mg,nufacturer, or otherwise, does not neces
sarily constitute or imply its endorsement, 
recommendation, or favoring by the United 
States Government or anv acrency there.,f. 
The views and opinions of authors expressed 
herein do not necessarily state or reflect 

those of the United States Governme<nt or 
any agency thereof. 

ABSTRACT 

State energy conservation program SEOP 
1980 energy savings indicators 

This project was designed to provide ( 1) 
a review of the amount of energy savings 
re,ported by the states attributable to SECP 
activities for the calendar year 1980, and 
(2) a more reasonable ·national estimate of 
such savings and their dollar value in 1980. 
The scope of the project did not include an 
audit or validation of energy savings re
ported by states. Instead it was based on 
analysis of state data on the type and 
amount of services. The general approach 
involved: 

Reviewing evaluation methodologies for 
individual SECP program measures as re
ported in 1980 energy savings reports sub
mitted by states: 

For as many measures as possible, identi
fying valid and/or exemplary evaluation ap
proaches that permit calculation of energy 
savings attributa.ble to the program meas
ure rather than to price or other factors; 

Using these evaluation approaches, de
velo,ping a ratio or "index" of Btu's saved 
per unit of service provided (e.g., audit per
formed, audit workbook distributed) for 
these measures; 

Applying this index to units of service 
data provided by other states, thereby de
riving a total savings estimate for individ
ual program measures; and 

Cumulating savings estimates by program 
measure to a. national total. 

The results of this analysis by major cate
gory are as follows: 

Dollar value 
Estimated of savin~s 

1980 energy BOE over estr-
savings at- (mil- mated life 

Category tributable 1 lions) of measures 2 

IndustriaL _____ ______ 26.3 4. 5 $1, 694, 004, 000 
ResidentiaL .••• _____ _ 2. 6 .4 152, 614, 000 
Thermal efficiency 

standards •. ___ ____ __ 131.3 22.3 10, 084, 934, 000 

li~~!~nJa~:~~~~~~~- ____ 14. 0 2. 4 770, 338, 000 
Transportation. ___ __ __ 16.3 2. 8 151, 590, 000 
Commercial and 

institutional. ______ __ 1.6 . 3 88, 012, 000 
TotaL ____ _______ 192. 1 32.7 12, 941, 492, 000 

1 In Btu's times 1012. 
2 Discounted at 10 percent. Assumptions associated with the 

life of program measures and the weighted average cost of 
energy by sector are contained in individual sections of the 
report. 

The 1980 energy savings attributable to 
SECP (i.e., that occurred above and beyond 
savings that would have occurred without 
the program) are 192.1 trillion Btu's. The 
total life-time dollar value of these savings 
was about $13 billion. This can be compared 
to the cumulative Federal cost of the SECP 
in terms of dollars appropriated from Fiscal 
Years 1976 through 1980 of $217 million, 
yielding a. benefit to Federal cost ratio of 60. 
Not included in the comparison, however, are 
the costs incurred :by the private sector in 
implementing the conservation actions pro
moted by the SECP. Nor does the comparison 
include the value of energy saved in previ
CJ'.ls years. 

The following factors had a conservative 
imoact on thf" ener~y savings estimates, and 
hence the dollar value of energy saved over 
the life of the measures: 

Where units of service data were not re
ported by states or were not available, It was 
assumed that no energy conservation took 
place; 

The measures considered in this study rep
res~nt a,oroximatelv seventv percent of the 
ener!!'v sa.••inQ"s reno,.+ed by the s+at.es; in the 
interests of time·, th~ energy savings impact 
of miscellaneous program measures (small 
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compared to major energy saving measures) 
was not considered; and 

In many cases states reported savings re
sulting only from conservation actions taken 
during 1980, and did not take credit for 1980 
savings resulting from conservation actions 
in previous years.e 

e Mr. HATFIELD. Mr. President, pend
ing budget cuts are expected to signifi
cantly reduce Federal assistance pro
grams, including those which support 
low-income weather!zation services and 
which provide States financial assistance 
to undertake emergency energy plan
ning. 

In an effort to comply with the Presi
dent's austere budget proposals and at 
the same t;me maintain these essential 
services, Senator WEICKER and I along 
with Senators HEINZ, WALLOP, MAT
SUNAGA, and BUMPERS have introduced 
the National Home Weatherization Act 
of 1981, which w;ll: First, retain the low
income weatherization program in the 
Department of Energy; second, consoli
date five State-administered energy pro
grams into a single grant, and third, re
strict authorization levels to an amount 
which is less than is presently appropri
ated for these programs. 

In addit;on, the National Home 
Weatherizat~on Act will: First, require 
States to utilize at least 65 percent of 
the:r funding for weatherization, but al
low States to use the remainder of their 
funding according to their own priorities, 
and second, establish an escalating state 
match;ng requirement of 15 percent in 
fiscal year 1982, 25 percent in fiscal year 
1983 and 35 percent in fiscal year 1984. 

Mr. President, the importance of 
weatherization and conservation can
not be underest;mated. With continuing 
unrest in international oil markets, and 
ever-increasing prices for domestically 
produced energy, this Nation can ill 
afford to abandon programs which pro
tect the disadvantaged and which are 
our first line of defense in the event of 
an energy emergency. Particularly, in 
energy sectors where the private market 
is unable or unwilling to undertake emer
gency or essential human services, a 
strong argument can be made for a jo'nt 
Federal and State role in support of 
these activities. The National Home 
Weatherization Act establishes this 
shared responsibility for the~e important 
programs, and at the same time satisfies 
our objectives of controlling Federal 
spending. 

I ask my colleagues to support this 
bill which balances the economic and 
energy concerns of the Congress.• 
• Mr. HEINZ. Mr. President, I am de
lighted to join so many of my colleagues 
on the Energy and Natural Resources 
Committee in sponsoring this legislation 
introduced by the distinguished chair
man of the Conservation Subcommittee 
on which I serve. It is crucial that we 
give States and localities the resources 
to plan for and respond to the energy
efficiency incentives now offered by high 
market prices. Most important, we must 
provide for energy efficiency improve
ments in the homes of the poor and the 
elderly who do not have the income to 
make such improvements themselves. 

The Department of Energy has es-

timated that 12 million low-income 
houses remain in need of weatherization 
in spite of the dramatic successes of the 
CSA and DOE weatherization effort, 
which have made improvements in over 
800,000 homes to date. over 20 percent 
of home energy consumption, and thus 
home energy bills, can be conserved. 

Yet, these households lack the $800 to 
$1,200 in cash or credit which better-off 
families can use in order to take advan
tage of existing tax credits or loans. 
Since these households are eligible for 
Federal energy assistance, it is impera
tive that we save both Federal oayments 
and scarce energy resources by making 
their residences more efficient. 

This legislation contains provisions 
we have worked out for assuring coordi
nation of weatherization and fuel as
sistance. Failure to do so in the past has 
been one notable shortcoming of the 
present DOE weatherization program. 

Indeed, in hearings on energy and the 
aged held on April 9 by the Senate Spe
cial Committee on Aging, of which I am 
chairman, every witness from the pub
He, including State officials, energy sup
pliers and consumer groups, urged us to 
insure reauthorization of the weather
ization program and to mandate that its 
services be delivered at the local level in 
direct conjunction with low-income 
energy assistance. 

Clearly it would be penny-wise and 
pound-foolish to continue to pour out 
money for energy bills of the poor and 
yet deny them the means to reduce their 
energy consumption. By contrast, this 
bill, especially taken together with legis
lation I shall be proposing for improve
ments in the energy assistance program, 
will assure an integrated approach to 
the acute energy problems of the past. 

Mr. President, this legislation is far 
from perfect. It reauthorizes six con
servation programs which the admin
istration has proposed for eliminat:on 
without addressing some of the imper
fections we have identified in them. For 
example, in the weatherization program 
run by DOE there should be greater 
:flexibility for States in setting maximum 
expenditures per residential unit, in de
ciding which conservation measures, in
cluding renewable resources and furnace 
improvements, can be used, and in con
forming eligibility for weatherization to 
eligibility for energy assistance pay
ments. Further, I believe Congress 
should set a State-by-State distribution 
formula which includes energy usage 
and c-ost, rather than leaving t.l!is mat
ter to the Secretary of Energy. But I be
lieve these details can be handled during 
committee consideration, and that the 
overall principle of the legislation, 
which is the preservation of critical and 
timely energy conservation activities, is 
of overriding importance to our national 
efforts to increase our energy produc
tivity.• 

By Mr. CHILES: 
S. 1167. A bill to amend title 5 of the 

United States Code to provide death 
benefits to survivors of Federal law en
forcement officers and firefighters, and 
for other purposes; to the Committee on 
Governmental Affairs. 

DEATH BENEFITS FOR FEDERAL LAW OFFICERS 
AND FmEFIGHTERS 

• Mr. CHILES. Mr. President, I am 
introducing legislation today to provide 
lump sum death benefits for Federal law 
enforcement officers and firefighters who 
are killed in the line of duty. This bill 
is a companion measure to H.R. 757. 
introduced by Congressman KILDEE. Last 
year, similar legislation passed the House 
and Senate but was vetoed by President 
Carter. 

This proposal will resolve inequities in 
the law that preclude Federal public 
safety officers from receiving death bene
fits paid under the Public Safety Officers• 
Benefit Act of 1976. Because of the high 
risk of their professions, these officers 
often cannot acquire sufficient life in
surance protection. Under the Federal 
Employees Compensation Act, though, 
the survivors of a Federal officer who is 
killed in the performance of his job re
ceive only a minimal death benefit from 
the Government. This legislation will 
give Federal officers the same protection 
that is afforded to their counterparts on 
the State and local levels, whose sur
vivors are eligible for a lump sum pay
ment of $50,000. 

In all, about 10 Federal public safety 
officers are killed on duty each year. One 
tragic case occurred 2 years ago in my 
home State of Florida, where a Federal 
security guard, Robert L. Timberlake, 
was shot to death while on watch in the 
Tampa Federal building. Since 1976, 
when the families of State and local law 
enforcement officers and firefighters 
were made eligible for a death benefit 
payment, three Federal protective o:tn
cers have died while guarding a Govern
ment building and its occupants. 

The bill I am introducing today is 
similar to S. 491, Senator GLENN's pro
posal, with one major difference: It is 
retroactive to January 1976, in order to 
give fair treatment to the survivors of 
Federal public safety officers who have 
been killed in action, such as Robert 
Timberlake. 

This bill will redress an obviously in
equitable situation, without costing 
much money. The Congressional Budg~.t 
Office estimates that it will require au
thorizations of $500,000 a year. This is 
not much to spend to provide Federal law 
enforcement officers and firefighters 
with a fair assurance of the financial 
security of their families, should they die 
in service to their country. I hope this 
bill will receive prompt consideration 
and approval by the Senate. 

Mr. President, I ask unanimous con
sent that the text of the bill be printed 
in the RECORD. 

There being no objection, the bill was 
ordered. to be printed in the RECORD, as 
follows: 

s. 1167 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That (a) (1) 
subchapter I of chapter 81 of title 5, United 
States Code, is amended by inserting after 
section 8147 the following new section: 
"§ 8148. Death benefits for law enforcement 

officers and firefighters 
'' (a) For the purpose of this section-
.. ( 1) 'law enforcement officer' means an 

employee--
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"(A) the duties of whose position include 

performing work directly connected with
"(i) the control of crime or juvenile de

linquency; 
"(11) the enforcement of the criminal 

laws; or 
"(111) the protection of Federal officials, 

public buildings or property, or foreign 
diplomatic missions; and 

"(B) who, at the time the personal in
jury referred to in subsection (b) of this 
section is sustained is-

"(i) engaged in the detection of crime; 
"(11) engaged in the apprehension of an 

alleged criminal offender; 
"(111) engaged in the keeping in physical 

custody of an alleged or convicted criminal 
offender; or 

"(lv) assaulted or subjected to the con
duct of criminal activity in the line of duty; 

"(2) 'firefighter• means an employee the 
duties of whose position include performing 
work directly connected with the control 
and extinguishment of fires and who, at the 
time the personal injury referred to in sub
section (b) of this section is sustained, is 
engaged in such work in the control or ex
tinguishment of a fire or other emergency 
operation; 

"(3) 'child' means any natural or adopted 
child or stepchild, including any lllegitima.te 
or posthumous child, of a. deceased law en
forcement officer or firefighter who, at the 
time of such law enforcement officer or fire
flghter's death is-

"(A) 18 years of age or under; 
"(B) over 18 years of age and a. student; 

or 
"(C) over 18 years of age and incapable of 

self-support because of physical or mental 
disa.bll1ty; 

"(4) 'dependent' means substantially reli
ant for support upon the income of the de
ceased law enforcement officer or firefighter; 

"(5) 'intoxication• means a disturbance of 
mental or physical faculties resulting from 
the introduction of alcohol, drugs, or other 
substances into the body; and 

"(6) 'detection of crime' means the 
physical pursuit, investigation, or interview
ing of any individual at a. crime scene, but 
shall not include laboratory investigation, 
studies, or other similar acts of a. nondan
gerous nature. 

"(b) (1) In any case in which the Secre
tary of Labor determines, under regulations 
prescribed pursuant to this section, that a 
law enforcement officer or firefighter has 
died as the direct and proximate result of a 
personal injury inflicted by an outside force 
and in the line of duty, the Secretary shall 
pay a benefit of $50,000 as follows: 

"(A) if there is no surviving child of such 
law enforcement officer or firefighter, to the 
surviving spouse of such law enforcement 
officer or firefighter; 

" (B) if there are one or more surviving 
children and a. surviving spouse, one-half to 
the surviving children in equal shares and 
one-half to the surviving spouse; 

"(C) if there is no surviving spouse, to the 
surviving children of such law enforcement 
officer or firefighter in equal shares; or 

"(D) if none of the above, to the depend
ent parent or parents of such law enforce
ment officer or firefighter in equal shares. 

"(2) In any case in which the Secretary 
determines, upon a. showing of need and prior 
to taking final action, that the death of a. 
law enforcement officer or firefighter is one 
With respect to which a. benefit wlll probably 
be paid, the Secretary may make an interim 
benefit payment not exceeding $3,000 to the 
individual entitled to receive a benefit under 
paragraph ( 1 ) of this subsection. 

"(3) The amount of an interim payment 
to any individual under paragraph (2) of this 
subsection shall be deducted from the 
amount of any final benefit paid to such 
individual. 

" ( 4) In any case in which there is no final 
benefit paid, the recipient of any interim 
payment under paragraph (2) of this subsec
tion shall be Hable for repayment of such 
a.moun t. 'I he Secretary may waive all or part 
of such repayment, considering for this pur
pose the hardship which would result from 
such repayment. 

"(5) The benefit payable under this sec
tion shall be in addition to any compensa
tion or other benefit that may be due under 
this subchapter or from any other source, 
but shall be reduced by payments authorized 
by section 12(k) of the Act of September 1, 
1916, as amended (39 Stat. 718; D.C. Code, 
sec. 4-531(1)). 

"(6) Benefits paid under this section are 
exempt from claims of creditors. 

"(7) No benefit shall be paid under this 
section-

" (A) if the law enforcement officer or fire
fighter's death was caused by the intentional 
misconduct of the law enforcement officer 
or firefighter or by any act engaged in by such 
law enforcement officer or firefighting With 
the intention to bring about such death; 

"(B) 1f voluntary intoxication of the law 
enforcement officer or firefighter was the 
proximate cause of death; or 

"(C) to any individual who would other
wise be entitled to a. benefit under this sec
tion if such individual's actions were a sub
stantial contributing factor to the law en
forcement officer or firefighter's death. 

"(c) The Secretary may prescribe rules, 
regulations, and procedures to carry out the 
purpose of this section. Such rules, regula
tions, and procedures wlll be determinative 
of conflict of laws and issues arising under 
this section. Rules, regulations, and proce
dures prescribed under this section may in
clude regulations governing the recognition 
of agents or other persons representing 
claimants under this section before the Sec
retary. The Secretary may prescribe the 
maximum fees which may be charged for 
services performed in connection with . any 
claim under this section before the Secre
tary, and any agreement in violation of such 
rules and regulations shall be void.". 

(2) The table of sections for chapter 81 of 
title 5, United States Code, is amended by 
inserting after the item relating to section 
8147 the following new item: 
"8148. Death benefits for law enforcement 

officers and firefighters.". 
(b) (1) Section 8101(9) of title 5, United 

States Code, relating to definition of "child", 
is amended by inserting after "means" a. 
comma. and "except as provided in section 
8148 of this title,". 

(2) Section 8101(12) of such title, relating 
to definition of "compensation", is amended 
by striking out "but this does not in any way 
reduce the amount of the monthly compen
sation payable for disa.billty or death;" and 
inserting in lieu thereof "except that-

"(A) this doe3 not In any way reduce the 
amount of the monthly compensation pay
able for disability or death; and 

"(B) such term does not include benefits 
paid under section 8148 of this title;". 

SEc. 2. The authority to make payments 
under section 8148 of title 5, United States 
Code (as added by the first section of this 
Act), shall be effective only to the extent 
provided for in advance by appropriation 
Acts. 

SEc. 3. The amendments made by this Act 
shall apply with respect to injuries sustained 
on or after September 29, 1976.e 

By Mr. DECONCINI: 
S. 1168. A bill to amend the Omnibus 

Crime Control and Safe Streets Act of 
1968 to require as a condition of assist
ance under such act that law enforce
ment agencies have in effect a binding 

law enforcement officers' bill of rights; 
to the Committee on the Judiciary. 
LAW E.o.'ifFORCEMENT OFFICERS' BILL OF RIGHTS 

Mr. _DECONCINI. Mr. President, today 
I am mtroducing the Law Enforcement 
Officers' Blll of Rights. This bill would 
require that State and local govern
ments, and publlc agencies enact a law 
enforcement officers' bill of rights in 
order to be eligible to receive funds from 
the Law Enforcement Assistance Admin
istration. It is similar to S. 2301, intro
duced last year by Senator KENNDY and 
identical to a bill belng introduced in 
the House by Congressman BIAGGI. 

Our law enforcement personnel should 
be entitled to the same civil and pro
cedural rights enjoyed •by all other 
Americans. Unfortunately, thls is not 
the case. My experience as a law en
forcement official in the State of Arizona 
has allowed me great insight into the 
problems faced by law enforcement of
ficials regarding violations of ·their civil 
rights. This bill would provide a guaran
tee that law enforcement personnel will 
be extended the civil and procedural 
rights to which they are entitled by 
compelling State and local governments, 
and public agencies to include a law en
forcement officers' bill of rights in their 
plans. 

In order to facilitate establishing an 
effective, uniform statute the following 
guidelines are set forth in this bill: 

First, law enforcement personnel 
would have the right to participate in 
political activities while off duty and out 
of uniform. 

Second, officers under investigation 
would be notified of the nature of the 
complaint, all complainants, including 
those to be present during interrogation, 
and their legal rights, including the right 
to counsel. 

Third, all interrogations would be con
ducted in a reasonable manner and the 
complete proceedings would be recorded. 
Any threat of disciplinary action during 
the interrogation would be prohibited. 

Fourth, a law enforcement omcer 
would be notified and given explanation 
for any punitive action taken against 
him prior to the effective date of such 
action. 

Fifth, no law enforcement omcer 
would be required to disclose information 
regarding personal finances to be used 
as a basis for promotion. 

Sixth, adequate representation of law 
enforcement personnel would be re
quired whenever a poJice complaint re
view board is established. 

Seventh, law enforcement officers 
would have the right to bring civil suits 
against all those who violate their rights 
under the bill of rights. 

Although the concept of a law enforce
ment officers' bill of rights is gaining 
momentum throughout the Nation, few 
State, local, or public entities have ini
tiated any concrete actton toward this 
goal. It is our responsi.!bility to insure 
that the rights of all Americans are pro
tected. Let us not ignore the rights of 
those who are dedicated to serving this 
Nation as law enforcement officials. With 
the passage of the Law Enforcement. 
Officers' Bill of Rights Congress can 
lead in demonstrating appreciation and 
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support of the law enforcement com
munity. 

Mr. President, I ask unanimous con
sent that the bil be printed in the 
RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 1168 
Be it enacted by the Senate ana House of 

Representatives of the United States ot 
America in Congress assembled, That title I 
of the Omnibus Crime Control and Safe 
Streets Act of 1968 is amended by redesig
nating parts G, H, I, and J as parts H, I, 
J, and K, respectively, and by inserting Im
mediately after part E the following new 
part: 
"PART F-LAW ENFORCEMENT OFFICERS' BILL 

OF RIGHTS 
"SEc. 471. Beginning with the first fiscal 

year commencing not less than two years 
after the date of the enactment of this 
part, no grant under part B, C, orE of this 
title shall be made, directly or Indirectly, 
to any State, unit of general local govern
ment, or public agency, unless there is In 
effect with respect to such State, unit of 
general local government, or public agency, 
a law enforcement omcer's blll of rights 
which substantially provides as a minimum 
the following rights for the law enforcement 
ofilcers of such State, unit of general local 
government, or public agency: 
" 'BILL OF RIGHTS u 'POLITICAL ACTIVITY OF LAW 

ENFORCEMENT OFFICE 
" 'SECTION 1. Except when on duty or act

ing In his ofilclal capacity, no law enforce
ment ofilcer shall be prohibited from engag
Ing In political activity or be denied the 
right to refrain from engaging In such 
activity. 
"'RIGHTS OF LAW ENFORCEMENT OFFICERS 

WHILE UNDER INVESTIGATION 
"'SEc. 2. Whenever a law enforcement of

ficer Is under Investigation for alleged mal
feasance, misfeasance, or nonfeasance of 
ofilclal duty, with a view . to possible disci
plinary action, demotion, dismissal, or crlm
nal charges, the following minimum stand
ards shall apply: 

" ' ( 1) No adverse Inference shall be drawn 
and no punitive action taken from a refusal 
of the law enforcement officer being Investi
gated to participate in such investigation or 
be. interrogated other than when such law 
enforcement ofilcer is on duty, or when exi
gent circumstances otherwise require. 

"'(2) Any interrogation of a law enforce
ment officer shall take place at the ofilces 
of those conducting the investigation, the 
place where such law enforcement officer re
ports for duty, or such other reasonable place 
as the investigator may determine. 

"'(3) The law enforcement officer being 
Investigated shall be Informed, at the com
mencement of any interrogation, of the 
nature of the investigation, the names of any 
complainants, and the identity and author
ity of the person conducting such investiga
tion, and at the commencement of any in
terrogation of such ofilcer in connection with 
any such investigation shall be informed of 
all persons present during such Interroga
tion. All questions asked in any such inter
rogation shall be asked by or through a 
single interrogator. 

"'(4) No formal proceeding which has au
thority to penalize a law enforcement ofilcer 
may be brought except upon charges signed 
by the persons making those charges. 

"'(5) Any interrogation of a law enforce-
ment officer in connection with an lnvestiga

. tion shall be for a reasonable period of time 

. -~nd shall all~w for reasonable periods fo; 
· the rest and personiifnecessitles of such law 
enforcement omcer. 

·- ,-. '(6}:N0threat: harassment, promise, or 
reward shall be made to any law ofilcer in 
connection with an Investigation in order to 
Induce the answering of any question, but 
immunity from prosecution may be offered 
to induce such answering. 

"'(7) All interrogations of any law en
forcement officer in connection with the in
vestigation shall be recorded In full. 

"'(8) The law enforcement officer shall be 
entitled to the presence of his counsel or any 
other one person of his choice at any inter
rogation in connection with the Investiga
tion. 

RUBY LAKE NATIONAL WILDLIFE REFUGE 

• Mr. LAXALT. Mr. President, I am to
day introducing along with my colleague 
from Nevada, Senator CANNON, legisla
tion th'at would authorize the recrea
tional use of the Ruby Lake National 
Wildlife Refuge in Nevada and direct the 
Secretary of Interior to seek to balance 
the recreational use of the refuge with 
the wildlife conservation management. 

Mr. President, the Ruby Lake Na
tional Wildlife Refuge, commoniy known 
as the Ruby Marshes, covers 37,600 acres 

" 'REPRESENTATION ON COMPLAINT REVIEW and Straddles the boundarieS Of ElkO and 
BOARDs White Pine Counties in Nevada. The area 

"'SEc. 3. Whenever a police complaint re- is managed by the U.S. Fish and Wild
view board has been established which In- life Servlce. 
eludes In Its membership persons other than 
law enforcement officers of the agencies un- The original purpose of the refuge was 
der the jurisdiction of such board, such 00 provide a breeding ground for water
board shall also include a fair representation fowl and wildlife, and was established in 
of such officers. 1938. However, recreational usage has 

' "'CIVIL SUITS OF LAW ENFORCEMENT OFFICERS increased Significantly OVer ~h.e past 
· "'SEc. 4. Any law enforcement ofilcer shall . decade as has the number of VISitors to 
. have the right, and shall receive public legal the area. 
assistance when requested, to recover pecu- Several years ago the Fish and Wild
niary and other damages from persons vio- life Service completed an environmental 
lating any of the rights established under impact assessment on boating at the 
the law enforcement officers' bill of rights. refuge. The EIA maintained the boating 

"'DiscLosuRE oF FINANcEs was adversely affecting nes·ting canvas-
" 'SEc. 5. No law enforcement officer shall back and redhead ducks. The basis for 

be required to disclose, for the purposes of . this finding has been disputed by many 
promotion or assignment, any item of his people with knowledge of the si•tuation. 
property, income, assets, debts, or expend!- A:s a result of a lawsuit filed in the 
~~~~~1~ose of any member of such omcer's District of Columbi:a, the Interior De

partment issued regulations that effec
tively prohibited recreational power 
boating and fishing on the Ruby lake. 
Unfortunately, both the Fish and Wild
life Service and the courts failed to con
sider information provided by the refuge 
manager, which clearly estabHshed that 
waterfowl production had not been ad
versely impacted by the increased recre
aJtional usage as claimed. 

"'NOTICE OF DISCIPLINARY ACTION 
" 'SEc. 6. Whenever a personnel action 

which wlll result in any loss of pay or bene
fits, or is otherwise punitive Is taken against 
a law enforcement officer, such law enforce
ment officer shall be notified of such action 
and the reasons therefor a reasonable time 
before such action takes effect. 

" 'RETALIATION FOR EXERCISING RIGHTS 
"'SEc. 7. There shall be no penalty nor 

threat of any penalty for the exercise by a 
law enforcement ofilcer of his rights under 
this bill of rights. 

" 'OTHER REMEDIES NOT D[SPARAGED 
"'SEc. 8. Nothing In this blll of rights 

shall disparage or impair any other legal 
remedy any law enforcement ofilcer shall 
have with respect to any r·lghts under this 
blll of rights.' 

"SEc. 472. As used In this p.art-
" ( 1) 'law enforcement officer' means any 

ofilcer or employee of a imbUe agency, if the 
principal official function of such ofilcer or 
employee Is to investigate crimes, or to ap
prehend or hold in custody persons charged 
or convicted of crimes, and Include police, 
sheriffs, ba111ffs, and corrections guards; 

. "(2) 'complainant' means the person 
whose Information was the basis for the 
Initiation of an Investigation; 

"(3) 'complaint review board' means any 
public body with specific lawful authority to 
investigate and take public action, including 
making reports, on charges of improper con
duct by law enforcement officers, but is not 
a law enforcement agency, a grand jury, or 
other entity simllar to a grand jury; and 

"(4) 'law enforcement agency' means any 
public agency charged by law with the duty 
to Investigate crimes, apprehend and hold in 
custody persons charged with crimes.'' 

By Mr. LAXALT (fur himself and 
Mr. CANNON): 

S. 1169. A bill to authorize the recrea
tional use of Ruby Lake Nation!al Wild
life Refuge in the state of Newda; to 
the Committee on Energy and NaJtural 
Resources. 

Mr. President, I believe all Nevadans 
agree that the wildlife at the marshes 
should be protected. As a matter of fact, 
prior to the lawsuit which I have men
tioned, the Fish and Wildlife Service, af
ter listening to State and local concerns, 
had drawn up regulations that would 
have protected the wildlife at the 
m~rshes and still allowed some recrea
tional opportunities for northern Nevada 
sportsmen. 

Frankly, I find it unconscionable that 
the desires of Nevadans to pursue a mul
tiple use policy at the Ruby Lake were 
usurped by a group of out-of-State en
vironmentalists who presented their case 
to an eastern judge, rather than coming 
to Nevada and arguing face-to-face with 
Nevadans. 

. The legislation Senator CANNON and I 
are introducing today would simply pro
vide a mechanism whereby the Depart
ment of the Interior could issue new reg
ulations that would allow reasonable rec
reationq.l use as well as wildlife manage
ment. We feel that recreational boating 
aPd the mai.ntPnance of wildlife habitats 
are not mutually exclusive. I have high 
hopes that the administration will be 
supportive of this approach, and that 
Congress will permit the citizens of Ne
vada to once again enjoy this wonderful 
recreational area . 

Mr. President, I ask unanimous con
sent that the bill be printed in the REc
ORD. 



9496 CONGRESSIONAL RECORD-SENATE May 12, 1981 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 1169 
Be it enacted, by the Senate ana House 

of .Representatives of the United, States of 
America in Congress assembled,, That (a) 
notwithstanding any other provision of law, 
including the National Conservation Recrea
tional Areas Act (76 Stat. 653, 16 U.S.C. 
§ 460K), the Secretary of the Interior may 
allow for the recreational use of Ruby Lake 
National Wildlife Refuge in the State of Ne
vada, including use of powered watercraft. 

(b) In the management of Ruby Lake 
National Wildlife Refuge, the Secretary of 
the Interior shall seek to balance the recre
ational use of the refuge with the wildlife 
conservation objectives of the Refuge.e 

• Mr. CANNON. Mr. President, I join 
with my distinguished colleague. Senator 
LAXALT, in introducing a bill to provide 
for management of Ruby Lake Refuge to 
provide both wildlife protection and ap
propriate recreation opportunities. 

This is a modest proposal. Basically, it 
wlll allow the use of powered watercraft 
at times and in areas consistent with the 
primary use of the lake as a breeding 
ground for waterfowl. Such use has been 
common in the past without any demon
strable impact on the breedin~ habits of 
the waterfowl which use the refuge. 
Studies conducted bv the Fish and Wild
life Service have fcund such recreation
al use compatible ·with the basic purpose 
of the refuge when regulated and con
trolled. 

This lake is one of the very few spots 
in the great basin area of our country 
where water sports are available. Un
fortunately, the District Court. for the 
District of Columbia has determined, 
contrary to the Fish and Wildlife Serv
ice's own evidence, that this recreational 
resource must lJe placed off llmits to such 
recreation. This decision was taken de
spite this evidence and despite years of 
such public use without adverse impact. 

The refuge can and should be managed 
to accommodate both goals. The bill is 
careful to stress the wildlife objectives 
of the refuge but restores a carefully 
regulated water recreation benefit to the 
public.• 

By Mr. PELL: 
S. 1170. A bill to authorize appropria

tions for the energy conservation pro
gram for schools and hospitals and for 
the energy conservation program for 
buildings owned by units of loc.al govern
ment and public care institutions, and 
for other purposes: to the Committee on 
Energy and Natural Resources. 

ENERGY CONSERVATION ASSISTANCE AMEND-

MENTS OF 1981 

• Mr. PELL. Mr. President, I am today 
introducing legislation to reauthorize 
title III of Public Law 95-619, the Na
tional Energy Conservation Policy Act, 
through fiscal year 1984. Funding for the 
proposed legislation would be authorized 
at a level of $200 million each year for 
the 3-year period or a reduction of $100 
million or one-third from the previous 
authorization level. 

The National Energy Conservation 
Policy Act which I introduced as S. 701 
and was enacted as title III of the Na
tional Energy Act in 1978, provides tech-

nical and matching grant assistance to 
States for renewabl·e energy and conser
vation improvements in public buildings, 
including local government facilities, 
schools, hospitals, colleges ::tnd universi
ties, and other public and private non
profit health care or nursing institutions. 

The legislation I am proposing today, 
while essentially the same as S. 701, is 
also similar to H.R. 8207 introduced last 
year in the House by Congressman 
DINGELL. This measure incorporates sev
eral recommendations prepared by the 
Department of Energy and private 
groups for improving title III program 
implementation. The proposed measure 
also permits local government facilities, 
in addition to public schools, to be eligi
ble for matching energy conservation 
grant assistance. 

Mr. President, when I first introduced 
S. 701, the Emergency Energy Assistance 
Act in 1977 to assist institutions, partic
ularly schools, hospitals, colleges, and 
universities, I was most concerned over 
the escalating percentage of the budgets 
of these institutions that is used for en
ergy costs rather than the human serv
ices they are designed to provide. 

Traditionally, for example, local school 
districts spend between 12.5 and 15 per
cent of their discretionary funds for fuel. 
This year, the Department of ·Energy es
timates they are now committing be
tween 25 and 35 percent of their discre
tionary funds for this purpose. Often, 
these funds must come from other areas 
of local school district budgets which ob
viously has a direct impact on the qual
ity of teaching and learning. 

Furthermore, since local school ex
penditures are usually the largest item 
in every locality's budget, this means 
that every taxpayer in the country is 
paying more for the increased cost of fuel 
in the schools and for the presently in
efficient manner in which schools are 
consuming fuel. 

During the first :vear of implementa
tion, the impact of title III programs has 
been significant and most encouraging. 
Under the first two cycles of funding for 
title III in 1980, the Department of En
ergy has obligated over $260 million in 
more than 8,000 grants for the installa
tion of energy conservation measures or 
the extension of technical assistance 
and energy audit services for public 
buildings. The Department of Energv has 
est\mated that approxim<:ttelv 50.000 
buildings were audited under the pro
gram during the first year and 20,000 
assisted through some form of techni
cal assista11ce or energy conservation 
retrofit measures. 

This assistance has included a variety 
of energy conservation grants ranging in 
size from the $637 grant to insulate the 
attic of a rural Idaho school up to an 
award o-f $975,000 to install a sophisti
cated heat pump and waste heat recov
ery system in a Virginia hospttal. There 
have also been grants to install wood
stoves in Maine, adapt solar technology 
in schools in California, develop geo
thermal resources in Idaho, and utilize 
hydropower in Alaska. 

Although precise energy savings data 
is not available in this brief period of 
time, the Department of Energy has esti
mated that for every $1 million invested, 

39,000 barrels of oil will be saved every 
year. In the first two cycles of funding, 
the Department of Energy estimates that 
the energy conservation efforts under 
title III should result in savings of more 
than 9 million barrels of oil annually. 
These estimates will mean a reduction in 
direct expenditures for energy in public 
buildings, schools, and hospitals during 
the first year of $315 million. These sav
ings represent dollars that for the most 
part will not go to OPEC countries, but 
stay in the United States, providing jobs 
and easing the taxpayers' burden as well 
as health care costs. 

Mr. President, in regard to the initial 
funding for the schools and hospitals 
program, I am particularly pleased by 
the enthusiastic response of many com
munities and institutions in Rhode Is
land. Under the first cycle of funding, 
five institutions in our State, the John E. 
Fogarty Memorial Hospital, St. Joseph's 
H03pital, Rhode Island Hosp:tal, Brown 
University, and Providence College were 
awarded grants totaling $855,000 to in
stitute energy conservation measures. 

In the most recent round of funding, 
24 grants for energy conservation meas
ures were awarded to the State totaling 
more than $778,000. This cycle of fund
ing is providing conservation and tech
nical assistance to many communities, 
including Barrington, Pawtucket, Provi
dence, Warwick, Woonsocket, Cranston, 
Newport, East Providence, Portsmouth, 
and West Warwick. Assistance under 
title III has also been awarded to Roger 
Williams, Miriam, and Womens and In
fants Hopsitals. 

Mr. President, while the response to 
title III in Rhode lsland has been most 
encouraging, I believe my colleagues will 
also be interested to know that of 55 
States and territories eligible to partici
pate in the program, 54 have developed, 
submitted and had approved State plans 
for program implementation. The pro
gram has also received strong support 
from eligible institutions. In a recent 
survey, State offices reported that on the 
average, they received three times as 
many program applicants as could be 
supported in this last application cycle. 

In addition to the enthusiasm for title 
III by the States, most comments and 
evaluations of the program have also 
been encouraging. 

Mr. President, title III, in my view, has 
been remarkably effective in its first year. 
It has, unfortunately, barely scratched 
the surface of the need by States. At the 
full $900 million funding level authorized 
in 1978, it was estimated that the pro
gram would not reach more than 26 per
cent of the eligible buildings-and that 
estimate was based on 1978 dollars. At 
the more modest funding levels actually 
obligated of $260 million, it is unlikely 
that the program has impacted more 
than 5 percent of the eligible buildings. 

In view of this progress, I regret that 
the administration has requested only 
$81.3 million for title III in fiscal year 
1981 and $100 million in fiscal year 1982. 
I fully understand this decision however, 
because of overriding national concerns, 
and I am pleased that OMB and the De
partment of Energy have strongly sup
ported retention of the schools and hos
pitals conservation program. 

' 
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According to early reports from the 
Office of Management and Budget, title 
III in its first year yielded measurable 
benefits. Furthermore, OMB noted that 
local governments and hospitals would 
have a difficult time financing necessary 
energy conservation investments without 
the Federal-State matching grants nro
gram. Based upon these early evalua
tions, the initial favorable conservation 
results, and the enthusiastic participa
tion by States, I hope that Federal fund
ing will gradually be increased by the 
administration. 

Mr. President, during this period of 
great economic uncertainty in our coun
try, many worthwhile programs must 
face reductions in Federal assistance in 
order to balance the budget and 
strengthen our economy. That goal is ab
solutely essential and one I strongly sup
port. At a time of such uncertainty, how
ever, I also believe that there are pro
grams which are important to maintain 
in terms of our national interest, cost
effectiveness, and the help they provide 
in easing the burden on taxpayers. The 
schools and hospitals program falls into 
this category. I hope my colleagues will 
recognize the immense value of this pro
gram to States and local governments as 
well, as well as toward our national con
servation effort and support this 3-year 
reauthorization. 

Mr. President, I ask unanimous con
sent that the text of mv legislation, along 
with the newspaper articles and com
ments regarding the schools and hos
pitals conservation program, be printed 
in the RECORD. 

There being no objection, the material 
was ordered to be printed in the RECORD, 

as follows: 
s. 1170 

Be it enacted by the Senate and House 
of Representatives of the United States of 
America in Conqress assembled, That this 
Act may be cited as the "Energ-y Conserva
tion Assistance Amendments of 1981". 
AMENDMENTS TO THE ENERGY CONSERVATION 

PROGRAM FOR SCHOOLS AND HOSPITALS 
SEc. 2. (a) Section 391 of the National 

Energy Conservation Policy Act is amended 
by-

( 1) striking out pare~aphs ( 11) and ( 12) 
and by redesignating paragra ... hs (13) 
through (21) as (11) through (19) respec
tively; 

(2) strikin~ out "(17)" in parM:raph (14) 
as so redesignated and substituting "(15) "; 
and 

(3) adding the following new sentence at 
the end of paragraph (fi) : "For ourooses of 
this paragraph, an institution leased from 
any person for a period in excess of 12 years 
by an entity referred to in subparaqraoh (A) 
or fB) shall be treated as owned by such 
entity and not by the uerson from whom 
such institution is leased.". 

(b) Section 394 of .f'UCh Act is amended by 
striking out", State school faclllties agency, 
and State hospital faclllties agency," in sub
section (c) ( 1) thereof. 

(c) ( 1) Section 395 of such Act is amended 
by strik"ln~ out subsection (c) thereof and 
redesignating subsections (d) and (e) as (c) 
and (d), respectively. 

(2) Subsect.lon (c), as so redesi"'ll~.ted. of 
such section 395 1s amended by strikin~ ont 
"at anv time" and S11hstltnt.l~ "In a timely 
fashion as determined by the Secretary". 

(3) The last sentence of subsMt.ion (d), as 
so redesie:nat.ed, of such section 395 is 
amended to read as follows: "If. after a rea
sonable time following such notitlcation, the 

Secretary finds that any State, school, or 
hospital has not corrected such failure, the 
Secretary may terminate financial assistance 
under this part to such State, school, or 
hospital and recover the unexpended bal
ance of any assistance previously provided 
to the State, school, or hospital under this 
part.". 

(d) Section 396 (d) is amended by insert
ing the following before the period at the 
end thereof: ", except that 1f there are in
sufficient applications in any State to per
mit the expenditures of 30 percent of such 
funds for schools or for hospitals, the Sec
retary may, at the request of the State, al
locate less than 30 percent of such funds for 
schools, or for hospitals, as the case may be". 

(e) (1) Section 397(b) of such Act is 
amended to read as follows: 

"(b) For the purpose of making energy 
conservation pro1ect grants (including tech
nical assistance) pursuant to section 396, 
there is authorized to be appropriated not to 
exceed $200.000,000 for the fls~al year ending 
September 30, 1982, $200,000,000 for the fis
ca'l year ending September 30, 1983, and 
$200,000,000 for the fiscal year ending Sep
tember 30, 1984, such sums to remain avail
able until expended.". 

(2) Section 397(c) of such Act is amended 
by striking out "1980" and substituting 
"1984". 

(f) ( 1) Section 398 of such Act is amended 
in subsection (a) (1) by striking out "Ten" 
in subparagraph (B) thereof and substitut
ing "Nine" and by adding the following new 
subparagraph at the end thereof: 

"(C) One percent of amounts made avail
able under section 397(b) shall be allocated 
to States, at the discretion of the Secretary, 
for the alleviation of any inequities caused by 
the strict adherence to t11e priority or per
centage requirements of this part as the 
Secretary, in his discretion, may provide. Any 
funds not allocated under this subsection in 
a fiscal year shall be available for reallocation 
under subparagraphs (A) and (B) of this 
paragraph in the subsequent fiscal year.". 

(2) Section 398(b) of such Act is amended 
by striking out "the District of Columbia". 

( 3) Section 398 (e) of such Act is amended 
by inserting the following at the end thereof: 
"No State shall be eligible under this sub
section in any fiscal year for the reallocation 
of funds from a prior fiscal year unless 100 
percent of the funds allocated to that State 
In such prior tlscal year were obligated in that 
fiscal year.". 
AMENDMENTS TO THE ENERGY CONSERVATION 

PROGRAM FOR BUILDINGS OWNED BY UNITS OF 
LOCAL GOVERNMENT AND PUBLIC CARE INSTI
TUTIONS 
SEc. 3. (a) Section 400A of the Energy Con

servation and Policy Act (42 U.S.C. 6201} is 
amended by-

(1) striking out paragraphs (5), (6), and 
(7) thereof; 

(2) inserting before "and Secretary" in 
paragraph (1), the following: "public or non
profit institution,"; and 

(3) adding the following new paragraph 
at the end thereof: 

"(5) The term 'energy conservation proj
ect' means-

.. (A) an undertaking to acquire and in
stall one or more energy conc:ervatlon meas
ures in build-Ings owned by units of local 
government or public care in"-tltutions; and 

"(B) technical assistance in connection 
with any such undertaking and technical 
assistance, under rules pro mulga ted by the 
Secretary, to States, units of local govern
ment, and public care lnstitutlons-

"(i) to conduct specialized studies identi
fylng and Fpeclfylng energy ~avings and re
lated cost savings that are likely to •be real
ized as a result of fT) moditlcatkn or main
tenance and operating procedures in a build
ing, (T.T) the acqu1.c:it1on and installation of 
one or more specifled energy conservation 
measures In such ·bu1ld1ng, or (III) both, or 

"(11) the planning or administration of 
such specialized studies.". 

(b) Section 400B of such Act is amended 
in subsection (b) thereof by-

(1) striking out "enactment of this part" 
and subst-Ituting "enactment of the Energy 
Conservation Assistance Amendments of 
1981"; 

(2) striking out "technical assistance pro
grams" each place it appears and substitut
ing "energy conservation projects"; 

(3) striking out "undertake technical as
sistance work" and s'l·bstltuting "i.mplement 
energy conservation projects"; and 

( 4) adding the fO'llow-Ing new subsection 
at the end thereof: 

"(d) The Secretary shall, by rule prescribe 
criteria for determining units of local gov
ernment and public care institutions which 
are in a class of severe hardship. Such cri
teria shall take into account climate, fuel 
costs, fuel avallab111ty, ab111ty to provide 
the non-Federal share of the costs, and 
such other factors that he deems appro
priate.". 

(c) Section 400D of such Act is amended 
by-

( 1) inserting before "or such longer pe
riod" the following: "(as amended by the 
Energy Conservation Assistance Amendments 
of 1981) ,"; 

( 2) striking out "technical assistance pro
grams" in each place it appears and sub
stituting "energy conservation projects"; 

(3) striking out "such programs" in para
graph (2) and substituting "such projects"; 

(4) striking out "applicants for technical 
assistance" in paragraph (5) and substitut
ing "applicants for energy conservation proj
ects"; and 

( 5) striking out "grants for technical 
assistance" in paragraph (6) and substitut
ing "grants for energy conservation proj
ects". 

(d) Section 400E of such Act is amended 
by-

(1) striking out "GRANTS FOR TECH
NICAL ASSISTANCE" in the heading thereof 
and substituting "FINANCIAL ASSIST
ANCE"; 

(2) striking out "grants for technical as
sistance under this part" in subsection (a) 
and in subsection (b) and substituting · in 
each such subsection "financial assistance 
under this part for energy conservation proj
ects"; 

( 3) striking out "technical assistance pro
posed" in subsection (b) and substituting 
"energy conservation projects proposed"; 
and 

(4) striking out the last sentence in sub
section (d) and substituting: "If, after a 
reasonable time following such notification, 
the Secretary finds that any unit of local 
government or public care institution bas 
not corrected such failure, the Secretary 
may terminate financial assistance under 
this part to such unit or institution and 
recover the unexpended balance of any as
sistance previously provided to the unit 
or institution under this part.". 

(e) Section 400F of such Act is amended 
by-

( 1) strikln~ OUt "TECHNICAL ASSISTANCE'' 
!? the heading thereof and substituting 

ENF.RGY CONSERVATION PROJECT COSTS"; 
(2) striking out "in payment of technical 

assistance nrorrram costs" in subsection (a) 
and substituting "for carrying out energy 
conservation .Pro1ects"; 

(3) striking out "technical assistance pro
gram costs'• in subsection (b) and substitut
ing "the costs of any energy conservation 
pro1ect"; 

(4) striking out "Amounts" in subsection 
(b) and substituting "(1) Except as pro
vided in paragraph (2), amounts"; and 

( 5) adding the followinq new paragraph 
at the end of subsection (b): 

"(2) Amounts made available for the pur
poses of this section (together with any 
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amounts made available for such purposes 
from other Federal sources) ma.y be used to 
pay not to exceed 90 per cent of the costs 
of an energy conservation project if the Sec
retary determines that a project meets the 
hardship criteria. of section 402B(d). Grants 
made under this paragraph shall be from 
the funds provided under section 400H 
(a) (2) .". 

(f) Section 4000 of such Act is amended 
by-

(1) striking out "preliminary energy audits 
and" in subsection (a.); 

(2) striking out "not to exceed" and all 
that follows in subsection (a.) down through 
"1979" and substituting "not to exceed $30,-
000,000 for each of the fiscal years 1982, 1983, 
and 1984'•; 

(3) striking out "technical assistance 
grants" in subsection (b) and substituting 
"energy conservation project grants"; 

(4) striking out "not to exceed" and all 
t~a.t follows in subsection (b) down through 
"1979" and substituting "not to exceed $100,-
000,000 for each of the fiscal years 1982, 1983, 
and 1984"; and 

(5) striking out "1979" in subsection (c) 
and substituting "1984". 

(g) Section 400H of such Act is amended 
to read as follows: 

"SEc. 400H. (a.) ( 1) Except as otherwise 
provided in subsection (b), the Secretary 
shall allocate 90 percent of the amounts 
made available under section 400G(b) in 
any year for purposes o! making energy 
conservation project grants pursuant to sec
tion 400P as follows: 

"(A) Eighty percent of amounts made 
available under section 400G(b) shall be 
allocated among the States in accordance 
with a formula to be prescribed, by rule, by 
the Secretary, taking into account popula
tion and climate o! each State, and such 
other !actors as the Secretary may deem 
appropriate. 

"(B) Nine percent o! amounts made avail
able under section 4000 (b) shall be allo
cated among the States in such manner as 
the Secretary determines by rule after tak
ing into account the a.vaila.b111ty and cost o! 
fuel or other energy used in, and the amount 
of fuel or other energy consumed by, units 
o! local government and public care institu
tions in the States, and such other !actors 
as he deems appropriate. 

"(C) One percent o! amounts made avail
able under section 400G (b) shall be allo
cated to States, at the discretion of the Sec
retary, !or the alleviation of any inequities 
caused by the strict adherence to the priority 
or percentage requirements o! this part as 
the Secretary, in his discretion, may provide. 
Any funds not allocated under this subsec
tion in a. fiscal year shall be available for 
reallocation under subparagraphs (A) and 
(B) o! this paragraph in the subsequent fis
cal year. 

"(2) The Secretary shall allocate 10 per
cent of the amounts made available under 
section 400G(b) in any year !or purposes of 
making grants as provided under section 
400F(b) (2) In excess of the 50-percent Ilm
ita.tion contained in section 400F(b) (1). 

"(b) The total amount allocated to any 
State under subsection (a) in any year shall 
not exceed 10 percent of the total amount 
allocated to all the States in such year under 
such subsection (a). Except for Puerto Rico, 
Guam, American Samoa., and the Virgin Is
lands, not less thMl 0.5 percent of such total 
allocation to all States for that year shall be 
allocated in such year for the total of grants 
to units o! local government and public care 
institutions in each St~Q.te which has an ap
proved State pl'&.n under this part. 

"(c) The Secretary shall prescribe rules 
llmlting the amount of funds allocated to a 
State which may be exoended for 18dminlstra
tlve expenses by such State. 

"(d} Funds allocated !or projects in any 
St81tes !or a fiscal year under this section but 

not obligated in such fiscal year shall be 
available for reallocation under subsection 
(a.) of this section in the subsequent fiscal 
year.". 

(h) Section400I(b) of such Act is amended 
by striking out "on the technical assistance 
carried out" and substituting "the types of 
energy conservation measures implemented". 

CONFORMING AMENDMENTS 
SEc. 4. (a) The item relating to section 

400E in the table of contents tor part H of 
title In o! the Energy Polley and Conserva
tion Act is amended by striking out "grants 
for technical assistance" and substituting 
"grants for energy conservation projects". 

(b) The item relating to section 400F in 
the table of contents tor part H of title III of 
the Energy Polley and Conservation Act is 
amended by striking out "technical assist
ance" and s1,1bstituting "energy conservation 
project costs". 

THE INSTITUTIONAL BUILt>ING GRANTS 
PROGRAM: AN OVERVIEW 

By Dennis R. Landsberg, Ph.D., P.E. 
The National Energy Conservation and 

Policy A(}t (NEPA) of 1978 authorizes necrly 
$1 blllion for the program. It is administered 
by the U.S. Department of Energy in co
operation with the energy omces of each of 
the fifty states, Puerto Rico, the Virgin Is
land3, the District of Columbia., Guam and 
American Samoa.. At this time 54 o! the 
55 eligible energy omces are actually par
ticipating in the program. 

Key features include: 
Provide matching grants to ellgible insti

tutions !or the identification and imple
mentation o! energy conservation activities 
in building structures owned and occupied 
by the institutions, prior to 20 April 1977. 

The program is "state-specific." Tnstitu
tions must be located in a. state having an 
approved state plan in order to be eligible. 

Grants may be awarded to schools, hos
pitals a.nd publlc care institutions, both 
public and private non-profit, as well as 
local governments and ~tates. 

Funding can be used for four building 
act.ivities: prellminary energy audits, energy 
audits, technical assistance analyses, and 
energy conservation measures. 

PRELIMINARY ENERGY AUDITS 

These gather d.a.+a on numbers of buildings, 
size, type, ownership, rate of energy use, fuel 
sources, etc. These are usually conducted by 
the states to provide information for 
planning purposes. 

ENERGY AUDITS 

An energy audit is an on-site visit to 
gather data. and to examine hours o! opera
tion, operating practices, maintenance pro
cedures and physical characteristics to de
termine if there are maintenance and oper
ating procedure changes which will lower 
energy use. The audit wm also provide base
llne information to determine which bulld
ings have the highest priority to receive 
technical assic;tance. Financial assistance !or 
energy audits is limited, generally the fe1eral 
share wm range between $150 and $300 per 
building. 

TECHNICAL ASSISTANCE ANALYSES 

These are detailed professional studies 
which reports the specific costs, energy sav
ings and payback pet'lods obtainable from 
installation of equipment, such as time 
clocks or more energy-efficient ll~ht fixtures, 
or physical ch!lnges to the building struc
ture, such as additional insulation or double 
glazing. 

ENERGY CONSERVATION MEASURES 

Assistance ts a.vallable to design, pur
chase and install equipment or make changes 
to the building strncture which will save 
energy. Schools and ho~itals only are eli
gible !or financial assistance for energy con
servation measures. ECM's must have simple 

payback periods of between one and ft!teen 
years. 

Institutions receiving funding must pro
vide 50 percent matching, using funds or in
kind services which are not derived from 
other federal grants or contracts. No more 
than 70 percent of the funds available for 
schools or hospitals in a given state can be 
allocated to either. Funding levels in ex
cess of 50 percent are available to quallfted 
institutions by reason o! hardship. 

Participation by individual institutions is 
voluntary. The award of a grant necessitates 
the fulfilling o! federal assurances and re
porting requirements. 

States must set up criteria to rank appli
cations for funding in accordance with fed
eral guidelines. 

To date, $286.25 mlllion has been appro
priated for the programs, with $200 mlllion 
requested for fiscal year 1981. Any funds ap
propriated but not expended wm probably 
be reallocated in subsequent program cycles 
by state according to a pre-determined 
formula.. 

Rules governing the programs were pub
lished as 10 CFR Part 455 in the Federal 
Register of 2 April 1979, 17 April 1979 and 
24 October 1979. However, it must be stressed 
that since the program is state-specific, pro
spective applicants should contact their state 
energy omces for pertinent program details. 

RESULTS 

The decision by DOE to make the pro
grams state-specific should prove to have 
been a good one as it has enabled the states 
to tallor the programs to their needs. There 
was some confusion .and disorganlza tion in 
the first program cycle, but this was to be 
expected. The program was a new one, over 
50 state plans had to be kept informed. All 
in all, the first cycle went better than could 
have been expected, and the second cycle 
was relatively smooth in most states. 

The program is already having some def
inite impacts nationwide, even though im
plementation of energy conservation meas
ures is only in the initial stages. 

The program is aimed at the buildings of 
two institutions, which occupy unique posi
tions in their communities. Both schools 
and hospitals are highly visible and vital to 
their communities' well being. For innumer
able reasons, many of our nation's hospitals 
are not fiscally sound. Simlla.rly, half our 
schools were built in an era o! high enroll
ment, and cheap energy, and are simply not 
designed to meet today's needs. Most of these 
institutions were not focusing on energy 
conservation prior to the program's incep
tion, yet they were becoming financial bur
dens to the very people they were designed 
to service. 

As such, the Institutional Building Grants 
Program is proving to be successful on three 
levels: 

Federal funds are being used for projects 
whose direct result ls to save energy and 
lower the cost of health care and education
all high national priorities. 

Even those institutions which were not 
funded now view energy as an area where 
operating costs can be successfully reduced. 

The concept that investment in energy 
conservation makes good economic sense is 
being demonstrated to the public. 

The last factor 1s the most important. Most 
of us . take it for ~ranted. Yet without the 
incentive ot capital funding, participation is 
greatly reduned de1'1pf.te the fact that funds 
are only available !or a fraction of the appll
can ts. The local r-overnm~nt and Pn'blic care 
sectors were added by Congress, with funding 
limited to technical assi'!tance. This made 
sense for the initial cycles since less was 
known about these buildings than those tn 
the schools and hospitals sectors. Wide~pread 
participation in the pr<w.ra.m could have re
sulted in the accumulation of data nec
essary to justlty ca-r;>ital expenditures in fu
ture cycles. However, lack of capital funds 
resulted in lower participation levels (only 
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21 percent of ava.UaJble funds were awarded 
in Cycle 1) , and this facet of the program 
wm probably not be continued. This is an 
unfortunate situation, since potential savings 
exist which are worth investing in even wltlh
out federal subsidy. 

The Schools and Hospitals portion of the 
program has created great interest because 
of the possibilty of federal funding. It made 
the program more saleable by the states and 
permitted strong support by associations. 
GUliat Burnham of the New York State Hos
pital Association reports participation by over 
40 percent of member hospitals. Paul E. Mehl 
of the American Hospital Association has 
co-sponsored national briefings with DOE. 
Many other associations have been active as 
well, most notably the American Ins-titute 
of Industrial Engineers, the National Society 
of Professional Engineers, the Association of 
Energy Engineers, and of course ASHRAE. 

The program is funding a wide variety of 
projects in many different types of building. 
Nearly $113 million was awarded in Cycle 1 
encompassing 4229 grants covering 10,087 
buildings. The average payback period in the 
first program cycle was four (4) to five (5) 
years. Because simple payback is, by law, the 
most important ranking criterion for capital 
funding, indications are that the average 
payback period for capital projects w111 be 
shorter in the second program cycle. This 
criterion makes it difficult for institutions 
when there are several good projects in a 
given building with varying payback periods. 
If too many projects are applied for, tibe 
longer payback periods may disquallfy the 
building from funding. However, this is In 
keeping with the federal goal of maximizing 
energy saved per dollar spent. Deterrents 
to participation in this sector have been the 
assurances, which are not well defined and 
the odds against getting a grant. 

The one year minimum on paY'back period 
is a logical choice as well. I£ an institution 
can recolliP its entire investment in the same 
year that it Is spent, .a federal subsidy should 
be unnecesse.ry. There Is strong argument in 
some sectors that the minimum payback 
period should be increased, since many of 
the p·rojects being funded should be done 
anyway. However, this would be contrary to 
DOE goals of saving the ·maximum amollilJt 
of energy per dollar spent. 

Some program changes wm be announ·ced 
for the third cycle. Harry Lane of IX>E re
ports that the most note:ble of these will 
probably be a schedullng change to permit 
annual funding cycles. In addition, IX>E 
wlll be -checking on project Implementation, 
to determine how much energy is actually 
being saved. A national buUd.ing data ·base 
Is e;lso a distinct posslblJlty. Eric Hirst of 
Qak Ridge National Laboratory 1s exploring 
the possibllity of collecting na.tionwide pre
llminary energy aud.ft dlata. 

Program participants have suggested some 
changes which would improve tt. W1lliam 
Wasserstrom of the New York Stalte Energy 
Office would llke to see increased funding 
for technical assistance studies. Oa.pltal funds 
are limited and the studies reach many times 
more buildings. Seveml program participants 
suggested a. low interest loan program to 
assist with the many gOdd projects which 
simply cannot be funded. There 1s concern 
for two time losers who will probably not 
8ipply In Cycle 3. Of course ·these decisions 
are in the hands of Congress. 

The biggest chaLlenge facing DOE In the 
conduct of this progmm wlll be to admin
Ister the performance of energy conserva
tion melaSures. Under present regulations, all 
Clhanges must be approved by DOE. This will 
probably slow down the program unless lim
ited authority 1s given to the states. 

It wil1 also be tnteresting tJo see bow estt
ma.ted energy savings and installed capita.! 
costs compare with projected values. This In
formation will have a strong bearing on 
Whether programs such ea this are instl
twted In other sectors. 

In conclusion, the first two cycles of the 
Ins.tltutional Build'ing Grants Program have 
shown It to be a viable means of energy 
conservart;ion. Results of projects now under 
construction wHl demonstrate the full value 
of :the capital program. The operational and 
malntenan·ce savings achieved through the 
technical assistance studies are already doc
umented. While some operatlona.l Improve
ments can be ·made In the program, many of 
these are already in the works. Provisions 
should be made however, to extend capital 
funding to other building sectors. For fur
ther Information concerning the Institu
tional Building Grants Program, contact the 
energy office in your state or write to: In
stitutlona.I Conservation Programs, Office of 
State and Local Assistance Programs, CS, 
U.S. Department of Energy, Room 2H027, 1000 
Independence Avenue, S.W., Washington, 
DC 20585. 

(From Energy User News, Feb. 9, 1981) 
DOE's ScHOOL, HosPITAL GRANTS PROGRAM 

PRAISED 
(By Mitch Betts) 

WASHINGTON.-Scbool and hospital admin
istrators recently praised the Energy Depart
ment for "fine-tuning" the federal matching 
grants program for energy conservation meas
ures in schools, hospitals and other public 
buildings. 

The praise came after DOE proposed rules 
that reduce the paperwork burden of appli
cants for grants and permit states more 
:fiexiblllty in allocating grant funds. 

Typical of the comments at the public 
bearings last month was that of Charlotte 
Friedman, of the American Association of 
School Administrators. She said, "The revi
sions proposed are the department's concrete 
response to problems experienced by appli
cants and grantees during the energy pro
gram's first years. Drawn according to state 
and local needs, they seem destined to make 
the program more successful. 

"DOE is to be commended for fine-tuning 
the program to actual circumstances, an ef
fort too often lacking in the regulatory proc
ess," Friedman said. 

But the school and hospital representatives 
asked DOE not to institute the program re
visions until after the current third cycle 
of energy grants Is completed this summer. 

Christopher E. Crittenden, director of an 
energy task force for the Association of 
Physical Plant Administrators of Universities 
and Hospitals, said his group supports ma.k
tng the revLsions effective with the fourth 
grant cycle "since DOE and the applicants 
have insufficient time to adjust to the final 
rule" during the third grant cycle, which Is 
already in progress. 

DOE wlll respond to the comments and 
Issue a final rule instituting the program 
revisions In March or April, sources said. 

While praising DOE's Office of Institutional 
Conservation Programs for proposing im
provements to the program that would elim
inate some paperwork, the school and hos
pital administrators suggested DOE continue 
to look for ways to reduce the paperwork 
burdens of the program. 

The technical program changes which were 
commended by program participants Include: 

Deletion of several cert1:fication forms and 
reports; 

Allowing funds to be used for certain pre
grant costs tncurred after the grant appli
cation Is submitted; 

Requiring state energy offices to explain 
why rejected applicants were turned down; 

Allowing certain "Integral parts" of an 
energy conservation measure, such as meter
ing devices, to qualify for grant money even 
if they do not directly save energy; 

And giving states more :fiexlb111ty in allo
cating "hardship" and unobligated funds. 

The program provides federal grants to 
match state funds for technical assistance 
to schools, hospitals and some other public 

buildings, and for energy conservation meas
ures for schools and hospitals. 

[From Energy User News, Feb. 2, 1981) 
GRANTS PROGRAM EXTENSION URGED 

WASHINGTON.-The Energy Department's 
energy conservation grants programs for 
schools, hospitals and lnstlrtutional build
Ings is a us-eful program that should be con
tinued about three more years, according 
to a report by the Environmental Protection 
Agency. 

Participants in an EPA critique of DOE 
conservation efforts said the federal match
ing grants program "bas achieved a fair 
measure of success, though the program was 
plagued by serious problems in Its :fil'Sit two 
years." 

Authorized by Congress to spend $900 mil
lion in its first three years, the p:rogram pro
vides matching federal grants to schools, 
hospitals and units of local government for 
energy audits and conserv81tion retrofits 

The progra.m was generally praised by par
ticipants In a series of public bearings on 
DOE programs held by EPA, but some Im
provements were suggested. 

According to John McMlllan, energy co
ordinator for Hennepin County, Minn., one of 
the program's major weaknesses is the lack 
of assured funding for future years. The 
gl"lants program is now funded on an annual 
basis, which Is causing problems for local 
governments that need to budget their 
matching funds well in advance of the fiscal 
year they will be spent. 

McMillan recommended that Congress 
fund the program on a multi-year basis. 

McMlllan and Robert Pauls, energy co
ordinator for Carbondale, Ill., also said the 
grant application procedures are too com
plex and expensive, especially for small units 
of government seeking small grants. 

They suggested DOE streamline the appli
cations process, and that forms be simplified 
for small grant applic31tions. 

Overall, the program Is a good incentive 
for small government and institutions which 
probably would not be conducting energy 
audits and keeping energy consumption rec
ords without federal funds, according to 
EPA. 

[From Energy User News, Feb. 2, 1981) 
PPG WILL INSTALL NEw PLANT FuRNACE To 

CUT ENERGY USE 
·PITTSBURGH.-PPG Industries !nc. plans to 

Install a new glass melting furnace 8/t its 
Shelby, N.C., fiberglass plant which, by incor
porattng beat recovery techniques, should 
reduce energy requirements per pound of 
glass by more than 30 percent, according to 
r. company repr€'Sentative. 

The furnace is being installed as part of 
a more than $20 million expansion expected 
to Increase production capacity at the Shelby 
plant by more than 10 percent--to 275 mil
lion pounds a year of continuous-filament 
fiberglass, the company said. The material 
is used in plastics, rubber reinforcements 
and textllo yarns. 

In addition, the project is expected to con
trol and recycle pollutants. 

PPG revealed neither its curreillt energy 
consumption at the plant nor the expected 
payback on t.he furnace, the spokesman sa.ld. 
Since It is designing the system, and using 
proprietary technology, the company refuses 
to provide grea.ter detail for competlitive rea
sons, the spokesman added. Total savings 
wm depend on production levels, be sa.ld. 

The firm's staff is expected to install the 
majority of the project, which includes new 
forming and fabricating equipment as well 
as the single, large glass melting furnace, 
the spokesman said. 

PPG expects to use both a scrubber and a 
dry, baghouse pollution control system so 
that emission particulates in the bot :flue 
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gases can be reused as makeup air in the 
production process. 

Construction work on the expansion is 
scheduled to begin this month with comple
tion expected in spring 1982. 

STATE OF FLORIDA, 
OFFICE OF THE GOVERNOR, 
Tallahassee, February 9, 1981. 

Mr. TEDDY DESHAZO, 
Walton County School Superintendent, Wal

ton County Courthouse, De Funiak 
Springs, Fla. 

DEAR TEDDY: Enclosed are several copies 
of the "Pa.xt·on High Success Story". As I 
mentioned to you in our telephone conver
sation yesterday, we plan to place this story 
in several education publications in the 
State. The publications targeted so far in
clude those of the School Administraton; 
Association, the School Boord Association 
and the Association O'f School Plant Man
agers. The story has already been released 
at a statewide oonference of education re
source managers in Orlando. You are wel
come to release the story to your local 
media, or we can make a release from the 
Governor's Office in Tallahassee. Please let 
me know if you would like it released by us. 

It certainly was a pleasure to write the 
Paxton success story. The energy savings 
achieved in that one building should serve 
as .a,n extMD~ple of what other schOOil systems 
in the state could achieve. Congratulations 
on your current 15 percent savings. I wish 
you success on the additional energy proj
ects you have planned. 

If you have any thoughts or suggestions 
about other w.a,ys to publicize your savings, 
please let me know. I think PaxtiOfn's story 
will be an important tool for publi.clzing the 
Schools and Hospitals Grant s Progr.a.m. 

Again, good luck with the program. If 
you need any additional assistance, please 
don't hesitate to let us know. 

Sincerely, 
RoN COSSMAN, 

Governmental Analyst, 
Governor's Energy Office. 

SCHOOL SYSTEM REALIZES FIFTEEN PERCENT 
SAVINGS 

What do you do with the extra money 
when you cut your operating expenses by 
more than 15 percent? The Walton County 
School System may face this "problem" be
cause of their participation in the Schools 
and Hospitals Program administered by the 
Governor's Energy Office. 

One example of the success of the program 
is the Paxton High School, a collection of 
buildings, some dating back to 1934. The 
structure is typical of buildings built in 
north Florida during that era, high ce111ngs, 
elevated wood floors and an entire wall of 
leaky double-hung wood windows. Infiltra
tion of cold air in the wintertime was so bad 
the "windows were chinked (plugged) with 
newspapers" to keep the classrooms warm, 
according to Paxton Principal Zane Sunday. 

Heating for the 492-student high school 
an important portion of energy budgets iz{ 
north Florida, was provided by an oil-burn
ing, water radiator system. During extended 
periods of cold weather, below 20 degrees the 
buildings had to be closed, and the p~pils 
and staff sent home. "It (the closings) did 
happen occasionally", said Walton County 
School Superintendent Teddy DeShazo. "The 
buildings were not well insulated, and dur
ing any extended period of cold weather we 
couldn't ask the students, or staff to fr~ze 
to death. It certainly was not a good envi
ronment for learning." 

The 3,680 pupil school district was faced 
with the twin problems of s·oiraling energy 
costs a~d a not-so-spiraling operating 
budget. We're no different from any other 
entity, such as business or government. It 's 
difficult to cope with rising prices. It's a 
constant struggle in the budgetary process. 

Your energy usage may drop, but prices con
tinue to go up. Without energy conservation 
measures and maintenance, you can't even 
hold your o-wn,'' said DeShazo. 

"One of the problems is that energy con
servation wasn't addressed when these 
buildings were built 20 or 30 years ago. We've 
got to utmze the existing buildings as best 
we can, because we're not going to build any 
new ones; the demand just is not there," 
DeShazo continued. 

In the fall of 1979, the school district be
gan participation in the National Energy 
Conservation Policy Act (NECPA) Schools 
and Hospitals Grants Program. 

Paxton High, like other schools in the dis
trict, underwent energy audits to determine 
energy use in the building. 

After low-cost and no-cost conservation 
measures were identified and implemented, a 
technical assistance analysis (an in-depth 
engineering study of the buildings) was per
formed to determine the appllcabllity of ret
rofit projects. In the case of Paxton, four 
specific measures were recommended by the 
detailed analysis of the structure. 

Installation of two of the recommended 
measures has already produced an estimated 
15.8 percent reduction in energy consump
tion in the building. The leaky wood win
dows were replaced with single-hung ther
mopane windows made with bronze glass, re
ducing air infiltration and adding a new look 
to the school. 

Insulation was added, and a drop-ceillng 
was installed, reducing ceiling height from 
12 feet to 9 feet and helping conserve energy 
in the building. Other energy-saving meas
ures included switching to fluorescent lights; 
caulking and weatherstripping existing doors 
and windows, and adding carpeting to the 
suspended wood floors. 

The School and Hospitals Grants Program 
makes 50 percent federal matching grants 
available to eligible participants for energy 
conservation measures and equipment. This 
program, in effect, offers to schools the op
portunity to purchase costly energy equip
ment at '"half price," with the federal gov
ernment funding 50 percent of the equip
ment. Schools are eligible for hardship fund
ing of up to 90 percent of total project cost. 

And what has this 15 percent reduction 
meant for the Walton school system? "The 
reduction wlll allow us to maintain our op
erating budget better. At the present time, 
the (School) Board has approved some ad
ditional energy conservation measures for 
other school faclllties . Later on, I'd like to 
think we could take that extra money, and 
apply it to the instructional field in the 
schools," said Superintendent DeShazo. 

The Schools and Hospitals Program has 
some other intrinsic benefits-benefits that 
can't be tied down in an operating budget, 
or cut by inflation. One of the companion 
benefits of the program, according to De
Shazo, "is a better fac111ty. The school is 
more attractive and more functional for com
munity use. It has also given the youngsters, 
and the citizens, more pride in their com
munity. And it certainly has enhanced learn
ing in the school." 

Isn't that what schools are all about?e 

By Mr. COCHRAN: 
S. 1171. A bill to repeal the Residen

t ial Conservation Service program and 
the Commercial and Apartment Conser
vation Service program; to the Commit
tee on Energy and Natural Resources. 
REPEAL OF RESIDENTIAL CONSERVATION SERVICE 

PROGRAM AND APARTMENT CONSERVATION 
SERVICE PROGRAM 

e Mr. COCHRAN. Mr. President, I am 
today introducing legislation to repeal 
the Residential Conservation Service 
program and the Commercial and Apart
ment Conservation Service program of 

the National Energy Conservation Policy 
Act <Public Law 95-619). 

The administration has recommended 
rescission of fiscal year 1981 funding and 
elimination of fiscal year 1982 funding 
for these programs. Recent action in the 
Interior Subcommittee of the Appropria
tions Committee here in the Senate 
supports this action. 

The legislation which mandates these 
programs would remain in force, how
ever, unless we act to repeal it. The 
statutory requirements that the States 
enforce the provisions of their State 
plans and the requirements that utilities 
notify their customers and offer to audit 
residential and commercial dwellings 
and provide supportive services to those 
customers whose homes are audited will 
continue unless these programs are 
repealed. 

The real losers in this whole affair, 
however. would be the American con
sumers. In the vast majority of the 
States, most if not all of the costs of 
this program-which would run some
where around $7.1 billion according to 
DOE-are going to be passed directly to 
consumers. They are the ones who will 
have to foot the bill for State regula
tions, training of auditors, customer 
notification, and other requirements of 
these programs. 

DOE estimates that only 7 percent 
of eligible customers will respond to the 
program. Even this presents problems, 
however, since the consumers most likely 
to benefit are the ones who can most af
ford to purchase and install the meas
ures recommended by program auditors. 
However, the utility implementation 
costs and ·State implementation costs 
will, in most instances, be borne by all, 
including those who cannot afford to 
participate. Thus, it is likely that non
participating low-income people will 
subsidize the audit costs of higher in
come individuals who do participate. 

In many States, consumers already 
get audits and utility assistance if they 
so desire. Residential and consumer pro
grams are present in Massachusetts, 
Oregon, the District of Columbia, and 
170 different utilities currently partici
pate in the Edison Electric Institute 
conservation program. TVA utilities 
have insulated around 200,000 homes 
under its voluntary program. The key 
here, though, is that only those who par
ticipate pay. 

Mr. President, these programs should 
be repealed for a number of reasons. But 
we need to act now in order to head off 
unjustified additions to what are already 
record high utility bills. By this fall , un
less we act, 47 States and their utilities 
will be required to carry out these pro
grams, even though the Federal Gov
ernment will have ceased its own in
volvement. We should not saddle the 
American consumer with something the 
Federal Government is no longer willing 
to support.• 

By Mr. JEPSEN: 
s. 1172. A bill to amend the Internal 

Revenue Code of 1954 to elim;nate the 
holding-period requirements for capital 
gains treatment; to the Committee on 
Finance. 
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ELIMINATION OF HOLDING-PERIOD REQUmE-
MENTS FOR CAPITAL GAINS TREATMENT 

• Mr. JEPSEN. Mr. President, today I 
am introducing legislation to repeal the 
12-month holding period requ~red for 
capital gains treatment. There are sev
eral reasons the proposal merits serious 
consideration. 

First, elimination of the holding period 
will increase Treasury receipts. Steven 
Seiden, in a recent Barron's article, ex
amined the quantitative evidence and 
found on a random sample of blue chip 
stocks that current law has effectively 
prevented any profit taking since 1979. 
Consequently, the Government has lost 
enormous capital gains refiows as a di
rect result of present policy. 

Second, the reverse side of this, of 
course, is that American investors also 
lose out. The Seiden article demonstrated 
conclusively that, in the absence of a 
holding period, substantial profits could 
have been realized on the same sample 
over the same period. Furthermore, 
Seiden points out that if such profits are 
reinvested in capital markets and addi
tional gains are realized, the Treasury 
reaps an additional bonus. Clearly, the 
elimination of the holding period serves 
the interests of fiscal responsibility. More 
significantly, it serves the American 
people. 

Third, the proposal encourages more 
efficient and hence less expensive capi
tal markets. Liquidity is critical to in
vestment efficiency. Because this bill pro
vides for exactly that, it will facilitate 
capital formation in the United States. 

Fourth, historical analogy lends cred
ibilty to this measure. Just as the 1978 
reduction in capital gains brackets led 
to an enormous increase in capital gains 
refiows, the repeal of the holding period 
will undoubtedly do the same. 

Finally, the United States is almost 
unique in the western industrialized 
world in having a tax on capital, let 
alone a holding period. A recent mono
graph by Arthur Andersen and Co. un
derlines this fact. The Japanese, for ex
ample, have neither a holding period nor 
a capital tax. It is not surprising that 
they lead the world in rates of aggregate 
savings, growth, and general economic 
health. 

The repeal of the 12-month holding 
period has no down side. The Treasury 
will receive increased revenues at a time 
when the Federal budget is particularly 
lean. The American people will be given 
the opportunity to realize profits on their 
investments when they occur; artificial 
delays will no longer dissipate potential 
gain. Capital markets and capital for
mation will become more efficient and 
less costly. Finally, the legislation will 
bring the United States into step with 
much of the rest of the world. 

As. simple as the legislation appears, it 
requ1res an enormous number of techni
cal or conforming amendments to title 
26. 

The Congressional Research Service 
and the Joint Committee on Taxation are 
currently studying all references in the 
code. Should unforeseen problems come 
out of this research, I will offer a star 
print at a later date. 
~t a time when the United States 

trails every major industrialized power 
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in capital formation, Congress must at
tend to all obstacles to investment pres
ently in the code. Some should be re
tained. Others should not. The capital 
gains holding period is a case in point. 
I strongly urge its repeal.e 

ADDITIONAL COSPONSORS 
S.47 

At the request of Mr. SCHMITT, the Sen
ator from Idaho <Mr. SYMMS) was added 
as a cosponsor of S. 47, a bill to amend the 
Immigration and Nationality Act to es
tablish a temporary worker's visa pro
gram between the United States and 
Mexico. 

s. 155 

At the request of Mr. ScHMITT, the Sen
a~or from South Carolina <Mr. THUR
MOND) was added as a cosponsor of S.155, 
a bill to amend the Internal Revenue 
Code of 1954 to make additional interest 
from savings eligible for exclusion. 

s. 441 

At the request of Mr. NUNN, the Sen
ator from Alabama <Mr. DENTON) was 
added as a cosponsor of S. 441, a bill to 
provide limited assistance by the armed 
services to civilian drug enforcement 
agencies. 

S.482 

At the request of Mr. BUMPERS, the 
Senator from South Carolina (Mr. HoL
LINGS) and the Senator from North Da
kota (Mr. BuRDICK) were added as co
sponsors of S. 482, a bill to reform the 
Bail Reform Act of 1966 to require the 
judicial officer making the bail deter
mination to detain those persons who 
cannot be released without endangering 
the safety of other persons or the com
munity. 

s. 494 

At the request of Mr. BUMPERS, the 
Senator from Texas (Mr. BENTSEN) was 
added as a cosponsor of S. 494, a bill to 
amend chapter 44 of title 18, United 
States Code, to strengthen the mandatory 
penalty for the use of a firearm in the 
commission of a felony. 

s. 517 

At the request of Mr. BENTSEN, the 
Senator from Pennsylvania <Mr. HEINZ) 
was added as a cosponsor of S. 517, a 
bill to amend the Clean Air Act to pro
vide for further assessment of the valid
ity of the theory concerning depletion of 
ozone in the stratosphere by halocarbon 
compounds before proceeding with any 
further regulation of such compounds, to 
provide for periodic review of the status 
of the theory of ozone depletion, and for 
other purposes. 

s. 814 

At the request of Mr. NUNN, the Sen
ator from Nevada <Mr. CANNON) was 
added as a cosponsor of s. 814, a bill 
to improve the administration of crimi
nal justice with respect to organized 
crime and the use of violence. 

s. 861 

At the request of Mr. PACKWOOD, the 
Senator from South Dakota <Mr. PREss
LER) was added as a cosponsor of S. 861, 
a bill to amend the Social Security Act 
to provide for a 6-year demonstration 
program of comprehensive community
based noninstitutional acute and long-

term care services for the elderly and 
disabled. 

s. 895 

At the request of Mr. MATHIAS, the 
Senator from New Jersey <Mr. BRADLEY) 
was added as a cosponsor of S. 895, a bill 
to amend the Voting Rights Act of 1965 
to extend certain provisions for an ad
ditional10 years, to extend certain other 
provisions for an additional 7 years, and 
for other purposes. 

s. 962 

At the request of Mr. BENTSEN, the 
Senator from Iowa <Mr. JEPSEN) was 
added as a cosponsor of S. 962, a bill to 
amend the Federal Meat Inspection Act 
to allow the interstate movement of all 
meat food products which are processed 
by federally inspected establishments and 
which are derived from meat which has 
been slaughtered or processed at certain 
State-inspected establishments. 

s. 1016 

At the request of Mr. DoLE, the Sen
ator from North Dakota <Mr. BURDICK) 
was added as a cosponsor of S. 1016, a 
bill to amend the Food Stamp Act of 1977 
to reduce the fraud and abuse, strength
en enforcement actions, and increase 
recovery of overpayments. 

s. 1072 

At the request of Mr. NuNN, the Sen
ator from Texas <Mr. BENTSEN) was 
a;dded as a cosponsor of S. 1072, a bill 
to amend the Internal Revenue Code of 
1954 to provide an exclusion from gross 
income of interest earned on qualified 
housing savings certificates. 

s. 1131 

At the request of Mr. DANFORTH, the 
Senator from Arkansas <Mr. PRYOR) 
was added as a cosponsor of S. 1131, a 
bill to require the Federal Government 
to pay interest on overdue payments and 
to take early payment discounts only 
when payment is timely made, and for 
other purposes. 

s. 1159 

At the request of Mr. THURMOND, the 
Senator from Nevada <Mr. LAXALT) was 
added as a cosponsor of S. 1159, a bill 
to amend section 10 of the Clayton Act 
to insure effective application of anti
trust principles to prevent anticompeti
tive action ·by monopoly common car
riers. 

SENATE JOINT RESOLUTION 46 

At the request of Mr. BuMPERS, his 
name was added as a cosponsor of Sen
ate Joint Resolution 46, a joint resolu
tion declaring "U.S. Tennis Association 
Day." 

SENATE JOINT RESOLUTION 62 

At the request of Mr. DoLE, the Sen
ator from South Carolina <Mr. HoL
LINGS), the Senator from Massachusetts 
(Mr. TsoNGAS), and the Senator from 
Arkansas (Mr. BUMPERS) were added as 
cosponsors of Senate Joint Resolution 
62, a joint resolution to authorize and 
request the President to designate the 
week of September 20 through 26, 1981 
as "National Cystic Fibrosis Week." 

SENATE .JOINT RESOLUTION 74 

At the request of Mr. MATHIAS, the 
Senator from New Mexico <Mr. ScHMITT), 
the Senator from Oregon (Mr. HAT
FIELD), the Senator from Minnesota 
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(Mr. DuRENBERGER), and the Senator 
from South Carolina (Mr. HOLLINGS) 
were added as cosponsors of Senate Joint 
Resolution 74, a joint resolution desig
nating the week of October 4 through 
October 10, 1981, as "National Diabetes 
Week." 

AMENDMENT NO. 50 

At the request of Mr. MITCHELL, his 
name was added as a cosponsor of 
amendment No. 50 proposed to Senate 
Concurrent Resolution 19, an original 
concurrent resolution setting forth the 
recommended congressional budget for 
the U.S. Government for the fiscal years 
1982, 1983, and 1984, and revising the 
congress-ional budget for the U.S. Gov
ernment for the fiscal year 1981. 

AMENDMENTS SUBMITTED FOR 
PRINTING 

DEPARTMENT OF THE INTERIOR 
APPROPRIATIONS, 1982 

AMENDMENT NO . 51 

(Ordered to be printed and referred 
to the Committee on Appropriations.> 

Mr. DOMENICI submitted an amend
ment intended to be proposed by him to 
the bill (H.R. 3400) making appropria
tions for the Department of the Interior 
and related agencies for the fiscal year 
ending September 30, 1982, and for other 
purposes. 

DEPARTMENT OF DEFENSE AU
THORIZATION, 1982 

AMENDMENT NO. 52 

<Ordered to be printed and to lie on 
the table.) 

Mr. SCHMITT (for himself and Mr. 
RoTH) submitted an amendment in
tended to be proposed by them to the 
bill (S. 815) to authorize appropriations 
for fiscal year 1982, for procurement of 
aircraft, missiles, naval vessels, tracked 
combat vehicles, torpedoes, and other 
weapons, for research, development, test, 
and evaluation, and for operation and 
maintenance for the Armed Forces, to 
prescribe the authorized personnel 
strength for each active duty component 
and the Selected Reserve of each Reserve 
component of the Armed Forces and for 
civilian personnel of the Department of 
Defense, to authorize the military train
ing student loads, and for other .ourDoses. 

NOTICES OF HEARINGS 
COMMITTEE ON BANKING, HOUSING, AND 

URBAN AJ'I'AIRS 

Mr. GARN. Mr. President, on behalf of 
the Committee on Banking, Housing, 
and Urban Affairs, I am announcing 
that the Subcommittee on International 
Finance and Monetary Policy and the 
Subcommittee on Securities will hold 
joint hearings on May 20 and 21, 1981 
on S. 708, the "Business Accounting and 
Foreign Trade Simplification Act." 

S. 708 was introduced on March 12, 
1981, by Senator JOHN CHAFEE; it WOUld 
amend the Foreign Corrupt Practices 
Act of 1977 by clarifying the act's mean
ing and modifying some of its provisions. 

The hearings are expected to explore 
the possibility that ambiguities, in-

terpretive problems and administrative 
difticulties associated with the act have 
created substantial compliance problems 
for American business, interfered with 
legitimate export opportunities, and cre
ated unnecessary financial recordkeep
ing and reporting requirements for pub
licly-held companies. 

Those scheduled to testify at the hear
ings include U.S. Trade Representative 
William Brock, representatives of the 
Securities and Exchange Commission, 
and the General Accounting omce, and 
representatives of U.S. businesses en
gaged in exporting. 

For additional information, interested 
persons should contact Paul Freeden
berg of the staff, Subcommittee on In
ternational Finance and Monetary Pol
icy at 224-0891, or John Daniels, counsel 
to the Securities Subcommittee, at 224-
1561. 

AUTHORITY FOR COMMITI'EES TO 
MEET 

COMMITTEE ON COMMERCE, SCIENCE, AND 
TRANSPORTATION 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Committee 
on Commerce, Science, and Transporta
tion be authorized to meet during the 
session of the Senate Tuesday, May 12, 
for the purpose of marking up S. 1100, 
the Northeast Rail Service Act of 1981, 
and S. 1155, the Consumer Product 
Safety Act amendments. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

SUBCOMMrrTEE O'N FEDERAL EXPENDITURES, 
RESEARCH, AND RULES 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Subcom
mittee on Federal Expenditures, Re
search, and Rules of the Committee on 
Governmental Affairs be authorized to 
meet during the session of the Senate 
on Wednesday, May 13, to hold hearings 
on S. 30, Late Payment Act of 1981, and 
S. 1131, Delinquent Payment Act of 1981. 

The PRE.SIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Subcom
m ittee on Federal Expenditures, Re
search, and Rules of the Committee on 
Governmental Affairs also be authorized 
to meet during the session of the Senate 
on Friday, May 15 to hold an oversight 
hearlng on the Federal procurement 
system. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

COMMITTEE ON ENERGY AND NATURAL 
RESOURCES 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Committee 
on Energy and Natural Resources be au
thorized to meet during the Session of 
the Senate today to hold a markup on 
the strategic petroleum reserve bill and 
other pend'ng business. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Committee 
on Energy and Natural Resources be 
authorized to meet during the session of 
the Senate on tomorrow, Wednesday, 
May 13, to consider pending calendar 
~ess. 

The PRESIDING OFFICER. Without 
objection, it is su ordered. 

COMMITTEE ON GOVERNMENTAL AFFAIRS 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Committee 
on Governmental Affairs be authorized 
to meet during the session of the Senate 
today to hold hearings on S. 1080, the 
Regulatory Reform Act. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

COMMITTEE ON AGRICULTURE, NUTRITION, 
AND FORESTRY 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Committee 
on Agriculture, Nutrition, and Forestry 
be authorized to meet during the session 
of the Sellalte on Tuesday, May 12, 
through Friday, May 15, for the purpose 
of marking up the farm bill. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

SUBCOMMrrTEE ON INTERGOVERNMENTAL 
RELATIONS 

Mr. BAKER. Mr. President, I ask 
un·animous consent that the Subcom
miottee on In·tergovernmental Relations 
of the Committee on Governmental 
Affairs be authorized to hold oversight 
hearings on fiscal disparities during the 
session of the Senate on Wednesday, 
May 13. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ADDITIONAL STATEMENTS 

FRANKIJN DELANO ROOSEVELT 
COMMEMORATIVE RESOLUTION 
INTRODUCED BY SENATOR RAN
DOLPH 

eMr. RANDOLPH. Mr. President, on 
April 29, I introduced Senate Joint 
Resolution 76, a joint resolution provid
ing for the commemoration of the 100th 
anniversary of the birth of Franklin Del
ano Roosevelt, January 30, 1982. 

In the 96th Congress on October 16, 
1979, I introduced Senate Joint Resolu
tion 116, a similar resolution. On that 
day, Representative JIM WRIGHT, of Tex
as, introduced House Joint Resolution 
423 in the House of Representatives 
which was a companion resolution to 
Senate Joint Resolution 116. 

Senate Joint Resolution 116 was con
sidered by the Senate Committee on 
Rules at a public hearing on December 
12, 1979. I joined Pare Lorentz, F. D. R.'s 
noted documentary film maker and the 
author of "The Days of Franklin D. 
Roosevelt: A Chronicle," and Dr. William 
R. Emerson, director of the Franklin 
Delano Roosevelt Library at Hyde Park, 
N.Y., in testifying before the Rules Com
mittee. 

Following that hearing, the committee 
engaged Prof. Elmer E. Cornwell, Jr., 
professor of Political Science at Brown 
University, to evaluate the Lorentz man
uscript. Dr. Cornwell submitted a de
tailed report on May 29, 1980. 

Neither Senate Joint Resolution 116 or 
House Joint Resolution 423 passed dur
ing the 96th Congress. 

On March 26 of this year, Representa
tive WRIGHT, with the cosponsorship of 
122 of his colleagues, introduced a revised 
Roosevelt centennial resolution in the 
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House of Representatives. This resolu
tion, House Joint Resolution 221, pro
vides for the acquisition of the Lorentz 
manuscript and its deposit in the Roose
velt Library. It also provides for a joint 
committee to oversee and coordinate ac
tivities relating to the proper observance 
of the centennial of Franklin Roosevelt's 
birth. My resolution is identical to 
Representative WRIGHTS'. These resolu
tions do not provide for printing the 
Roosevelt Chronicle due to the costs. But 
the fact that the Senate has just seen fit 
to print and issue as a Senate document 
(S. Doc. No: 96-63, 96th Cong. 2d sess.) 
a 518 page volume "Herbert Hoover Re
assessed" encourages me to hope that a 
way will be found to print the Roosevelt 
Chronicle. 

Mr. President, Sir Winston Churchill 
wrote of F. D. R.-

His life must ... be regarded as one o! the 
commanding events in human destiny. 

Those of us who were privileged to 
know and work with Franklin Delano 
Roosevelt during his Presidency were 
well aware that we were in the company 
of one of the most extraordinary lead
ers our Nation has ever had. The great 
humanistic approach he brought to 
Washington were expressed superbly in 
his acceptance speech for renomination 
to the Presidency on June 27, 1936. 
F. D. R. said: 

Governments can err, Presidents do make 
mistakes, but the immortal Dante tells us 
that divine justice weighs the sins o! the 
cold-blooded and the sins of the warm
hearted in different scales. Better the oc
casional faults o! a Government that lives 
in a spirit o! charity than the consistent 
omissions o! a Government frozen in the lee 
o! its own indifference. 

The Roosevelt administrations had 
heart and compassion and cared about 
people. 

Another distinguished English histo
rian, Sir Isiah Berlin, in his recent book 
Personal Impressions said: 

Roosevelt's greatest service to mankind 
(after ensuring the victory against the 
enemies o! freedom) consists in the fact 
that he showed that it is possible to be 
politically effective and yet benevolent and 
human .... Roosevelt's example strength
ened democracy everywhere, that is to say 
the view that the promotion o! social justice 
and individual liberty does not necessarily 
mean the end o! all efficient government; 
that power and order are not identical with 
a straitjacket o! doctrine, whether economic 
or po!Ltical; that it -is ooss:lble to recon
cile individual liberty-a loose texture o! 
society-with the indispensable minimum of 
organising and authorty; and in this belie! 
lies what Roosevelt's greatest predecessor 
once described as "the last, best hope of 
earth." 

A distinguished Republican elder 
statesman, Henry L. Stimson, wrote of 
F.D.R.-

He was an ideal war commander in chief. 
His vision of the broad problems of the 
strategy of the war was sound and accurate, 
and his relations to his m111tary advisers and 
commanders were admirable correct. In the 
execution of their duties he gave them free
dom, backed them up, and held them re
sponsible. In all these particulars he seems 
to me to have been our greatest war Presi
dent .... Lastly and most important, his 
vision and interpretations of the mission of 
our country to help establish a rule of free
dom and justice in this world raised a 

standard which put the United States in 
the unique position of world leadership ... 

Mr. President, we do honor to our 
country when we honor Franklin Delano 
Roosevelt. I urge Senators to join in 
sponsoring Senate Joint Resolution 76, 
an appropriate tribute to Franklin 
Roosevelt on the 100th anniversary of 
his birth.e 

SENATE VOTES TO POSTPONE "WAR 
ON WASTE" UNTIL AFTER FISCAL 
YEAR 1982 

e Mr. DECONCINI. Mr. President, on Fri
day, the Senate rejected my amendment 
to the first budget resolution for fiscal 
year 1982, that would have saved $3.9 
billion in travel ($750 million); consult
ant services <$1 billion) ; public affairs 
and public relations ($120 million); ad
vertising ($30 million) ; audiovisual/film
making ($250 million); and debt collec
tion <$1.750 billion). The vote was 42 to 
49. 

As I mentioned in my statement last 
Friday, this vote by the Senate tells this 
Senator one thing: That it is willing to 
postpone our war against waste, fraud, 
and abuse until 1983 and 1984. The 
budget resolution does not address 
waste, fraud, and abuse savings in fiscal 
year 1982. In fact, on page 10 of the 
Budget Committee report accompany
ing Senate Concurrent Resolution 19, 
the committee says: 

Congress, however lacks at this time a leg
islative framework for cooperative action 
with the Administration on the problem of 
waste, fraud, and abuse. 

My amendment would have told the 
administration to make cuts in specific 
targeted areas wh~ch have been bulging 
with wgste for years. Although I was un
successful on Friday, I intend to take my 
case to the Appropriations Committee, on 
which I am proud ~o serve, to try to effect 
these savings in fiscal year 1982. 

Mr. President, one of the most thor
ough jobs of investigating waste, fraud, 
abuse, and frivolous expenditures by 
Government agencies was done by former 
U.P.I. investigative reporter, Donald 
Lambro. His book "Fat City" highlights 
hundreds of examples of wasteful Gov
ernment spending, many of which are 
addressed in a bill I introduced in Febru
ary, S. 421-the General Government Ex
penditure Control and Em.ciencies Act of 
1981. Mr. Lambro has written another ar
ticle in the May issue of the Washingto
nian magazine which I believe merits the 
close review of my colleagues in the Sen
ate. 

I ask that the article be printed in the 
RECORD in its entirety at this point. 

The article follows: 
THE BEST AND WORST GOVERNMENT AGENCIES 

(By Donald La.mbro) 
Anyone who has spent any time watching 

Washington spend our money knows that 
tens of billions of dollars a.re squandered 
every year on frivolous, extravagant, ineffec
tive, outdated, abuse-ridden, inefficient, du
plicative, and otherwise needless agencies, 
programs, and expenditures. 

Right? 
Of course. So I felt among kindred souls a.s 

I testified recently before the House Budget 
Committee. Government waste has been my 
beat for half a dozen years, and I gla.dly told 

these professional budget-cutters of the out
rages I had found. I suggested that Congress 
set an example by getting rid of its own ex
travagant perks, including the subsidies that 
keep prices down in the House and Senate 
restaurants. 

A tremor ran through the committee. 
What subsidies? 
The question came not from an innocent 

freshman, but from Representative Del,bert 
Latta, an Ohio Republican who has be.en 
working, and presumably lunching, in Con
gress for 22 years. I suggested respectfully 
that food costs a lot more elsewhere. 

"I don't know about the price being 
higher," grumped Latta, who makes do on 
$60,000 a year. "I can't stand more than $2.95 
for a hamburger at lunch tlme." 

Aww. 
It occurred to me that if our lawmakers 

had no idea. that taxpayers were subsidizing 
the very meals they ate, what else didn't they 
know? Furthermore, why wa.s I, a newspaper 
columnist, telllng these august men how 
they were misspending our money? 

What does it take to get the point across? 
You don't have to be a Price-Waterhouse 
accountant or the world's greatest living ex
pert on the federal bureaucracy and budget 
to recognize the shameful reality of federal 
extravagance. Even a. member o! Congress 
could do it. You could wallpaper the Wash
ington Monument inside and out ten times 
over-and st111 have enough left over for the 
Capitol-with the voluminous evidence that 
has been uncovered in countless General Ac
counting Office reports, internal agency 
audits, and congressional investigations. 

While Washington's waste and wantonness 
are hardly a secret, there has been an alarm
ing degree of paralysis and impotence on the 
part of our national leaders to do anything 
about it. Last year we heard the campaign 
shrieks of horror at the suggestion that any
one could possibly cut the budget by a sub
stantial amount without destroying the fab
ric of our society. Others argued that past 
budgets had been trimmed "to the barA 
bones" when in fact they had grown 
significantly. 

The vision is forever imbedded in my 
memory of former Budget Director James 
Mcintyre telUng reporters at a budget brief
ing in January 1980, "I've looked through 
here again and agahi to find something we 
could cut without suffering adverse conse
quences and I can't find it." Why the as
sembled reporters didn't burst out laughing 
I wm never understand. 

Still, a number of notable daredevils have 
aspired to the presidency by promising to 
slay the federal behemoth and tame the 
bureaucracy, only to fall miserably. 

Richard Nixon and Gerald Ford both 
talked a good game, but the growth of gov
ernment skyrocketed under their adminis
trations. For all their cost-cutting bravado, 
the budget more than doubled during the 
eight years of their combined administra
tions, rising from $196.5 billion in fiscal 1970 
to $402.7 blllion in fiscal 1977. Together they 
racked up cumulative defiolts totaling over 
$238 blllion, With Ford chalking up the big
gest ever-$66.4 billion in fiscal 1976. May 
his record forever stand. 

Jimmy Carter crept onto the fiscal tight
rope with great expectations, promising to 
reduce nearly 2,000 swollen, overlapping 
agencies down to 200 easy-to-use concen
trates. Carter's consolidations would do 
eevryth!ng the Great Two Thousand Model 
did, he told us, but more cheaply and more 
efficiently. "It's a goal that I've set for my
self that I think is achievable," he bravely 
declared in a. Face the Nation interview. 

He never achieved it. In the attempt, he 
succeeded only in placing the problem in 
charge of the solution. The padded pay
rolls, irrelevant agencies, and frivolous ex
penditures accompanied the mergers. The 
result? Bureaucratic pulp. 
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Ronald Reagan is pulling the budget 
tighter than ever before in our history. His 
proposals to carve $48 billion out of the 
budget represent the most ambitious attempt 
ever undertaken to retard significantly the 
growth of government. He brings to the 
task a mandate of almost historic propor
tions from the voters, who clearly want to 
cleanse the bureaucracy of unnecessary and 
wasteful programs and agencies. 

Reagan deserves a lot of credit, and in 
future budgets I hope he will go further. But 
in too many cases so far, he 1s merely pro
posing that program budgets be trimmed, 
although there are excellent cases for doing 
away with them altogether. And the Presi
dent, I suspect, knows this. 

Just before he officially kicked off his 
general election campaign last Labor Day 
weekend, Reagan held a reception for the 
press at his rented Virginia estate near Mid
dleburg, where we chatted briefly. I knew 
that the former California governor had 
read my book, Fat City: How Washington 
Wastes Your Taxes, which concludes that 
the government is needlessly spending at 
least $100 billion a year. 

After a. brief exchange of pleasantries, 
Reagan leaned closer. "Tell me," he said. 
"Do you still believe we're wasting $100 
billion?" 

I replied that it was a conservative es
timate, "I think it is very likely much 
more," I said. Reagan nodded in agreement 
and said, "I do, too. From all I've seen and 
read and heard from the people who know, 
there is more waste, fraud, and just foolish 
and unnecessary expenditures than anyone 
in Washington realizes. Well, we're going to 
do something about it." 

Whether Reagan succeeds in curbing the 
bureaucracy that he has spent much of his 
life criticizing remains to be seen. The prun
ing process has moved from David Stock
man's list of cuts to the ponderous budget·· 
setting, authorizing, and appropriations 
committees of Congress. 

Unfortunately, most members of Congress 
know very little about the broad range of 
agencies, programs, and benefits for which 
they vote year in and year out. Like Con
gressman Latta, who was unaware that his 
meals are being subsidized by taxpayers
most of whom rarely eat as well, or as 
cheaply-our lawmakers have rarely taken 
the time to scrutinize all that they have 
wrought. 

For one thing, the vast bureaucracy that 
they have created over several decades has 
gotten so big that even an institution the 
size of Congress can't keep track of it. 

For another, members of Congress, with 
few exceptions, have no appetite for over
sight. Jt is usuallv tedi0us. time-consuming, 
and politically unrewarding. Better to spon
sor a new program-and then, to get it 
passed, bloat it so that every conF?;ressional 
district in the country gets something out 
of it. 

That may change. Called upon by the ad
ministration to make neal"ly $50 billion in 
s.pending cuts for the coming fiscal year, 
Congress soon must make some painful but 
very necessary evaluations about where the 
money goes. 

With the help of congressional commit
tee aides, General Accounting Office audi
tors, and knowledgeable federal workers 
throughout the bureaucracy, I have com
piled a list of what are reF?;arded as the very 
worst as well as some of the very best fed
eral agencies. 

BUREAUCRATIC BASKET CASES 

(1) The Immigration and Naturalization 
Service: "It is no secret that the Immigra
tion and Naturalization Service is generally 
thought to be mismanaged and a bureau
cratic mess." That's what President Rea
gan's transition team told the new President 
in a confidential report. Experts within the 
Justice Department, where TNS is ensconced, 
consider that evaluation mild. 

Among other things, the INS badly 
botched the infiux of some 130,000 Cubans 
and thousands of Haitians into the United 
States. Moreover, the worsening problem of 
illegal aliens from Mexico seeking work in 
the U.S. has become a "bureaucratic night
mare," according to one INS worker. The 
INS has become so impotent that when the 
agency was called on to register and adjust 
the status of Iranian students, Acting Com
missioner David Crosland admitted that the 
schools Iranian students were attending did 
not take the INS's requests seriously. 

Justice Department sources say Attorney 
General William French Smith wants to 
overhaul the INS, but the agency's problems 
have been made even worse by the fact that 
it has been without a commissioner since 
October 1, 1979. 

Solution: Put a tough administrator in 
charge and get control of the 1llegal-alien 
problem. 

(2) U.S. Savings Bond Division: Most 
Americans are unaware that the government 
pays about 200 "salesmen" to travel the 
country promoting U.S. Savings Bonds. 
Their assignment: buttonhole corporate ex
ecutive officers to sell companies on the pay
roll savings plan, and put the arm on radio 
and television station managers for free 
spots. 

Employees of this obscure $16 million 
Treasury Department agency, a vestige of 
the World War II era, complain that push
ing bonds "is like selling candles in an elec
tronic age." Increasingly, people are turning 
instead to money-market funds and other 
investments that yie!d around 15 percent. 

Savings bonds pay only 8 percent, and you 
get that much only if you keep the instru
ment for nine years. Few savers do; disen
chantment is so great that 36 percent of the 
bonds are cashed in when they're six months 
old, and nearly 50 percent are redeemed 
within a. year. To Treasury's immense em
barrassment, the Federal Trade Commission 
told the Savings Bond Division last August 
that it could no longer get away wit,h adver
tising its bonds as a. good investment, because 
they are not. 

All this selling and redeeming generate so 
much employment and paperwork that the 
government's overall cost of borrowing money 
via. savings bonds runs as high as 38 percent, 
making savings bonds no more a. bargain 
for the government than for the savers. 

Moreover, the agency has a serious scandal 
brewing in its field offices. In the aftermath 
of a story that I broke, employees admitted 
under oath that they had frequently lied on 
their sales-performance reports-a. byzantine 
system of make-work record-keeping-in or
der to meet unrealistic work quotas. Division 
officials insist that the investigation is con
tinuing, but so far only two workers have 
been charged and dismissed. Department 
sources say the case has in fact been "effec
tively closed." 

Solution: Close the Savings Bond Division 
as a. mismanaged anachronism. 

( 3) General Services Administration: 
Knowledgeable GSA officials, auditors, and 
investigators say that little has been done 
to cleanse continuing abuses. mismanage
ment, and waste from this $7-billion-a-year 
agency. Widespread complaints persist that 
top officials too often have shelved audits un
covering millions of dollars in overcharges 
by contractors, abuses by employees, and gen
eral program mismanagement. 

This inertia is particularly disheartening 
because the GSA scandals were widely pub
licized when they came to light several years 
ago. They involved widespread abuse of au
thority, circumvention of the law, misman
agement of tax dollars, and flagrant waste 
and extravagance. There was bribery of GSA 
officials, and payments to contractors for 
work never done or goods never delivered. 
The GSA paid mlllions of dollars for shoddily 
built furniture that did not meet minimum 
government specifications. Officials publicly 

estimated that at least $266 million a year 
was being lost through waste and fraud, but 
privately, auditors told me that the true total 
was closer to half a billion dollars. 

In the last year, few cases of any conse
quence have been prosecuted by the Justice 
Department's GSA task force, and to this day 
no high-level GSA official has been charged 
in the scandal. 

Old abuses, once thought to be cured, have 
returned. Supplies such as film, tools, and 
gift items, removed from GSA supply stores 
because of theft, have been put back on the 
shelves. One audit revealed that the GSA is 
still paying more for computers than com
mercial firms, in some cases nearly twice as 
much as retail prices. 

"Our audits are usually ignored," com
plains a top GSA auditor. He says the agency 
is recouping only 26 percent of the unjusti
fied claims that ar~ bilked out of GSA's 
Federal Supply Service by unscrupulous 
businesses. And as if all of this weren't 
enough, the administration's transition team 
has declared in a confiden,tial report on GSA 
that the agency is ".bankrupt," having seri
ously overspent its budget during the last 
two years. 

Solution: Another tough administrator. 
WASHINGTON'S WORST SUBSIDY 

HUD's Urban Development Action Grants: 
HUD's $675 million UDAG program repre
sents a classic example of an idea sold as 
helping ,the poor when it is in fact an un
necessary subsidy to big corporations. 

Congress enacted the UDAG program in 
1977 to help redevelop severely distressed 
urban areas. In true bureaucratic style, HUD 
administrators broadened the program to 
satisfy the greed factor among potential 
urban recipients. This so distorted the ori
ginal formula that 52 percent of the nation's 
big cities became eligible for UDAG grants
including cities like Cleveland Heights, Ohio, 
with only 3.2 percent unemployment and 
5.9 percent poverty. 

My investigation of UDAG grants over the 
past several years shows that they have been 
:subsidizing the development of luxury 
hotels and upper-income housing around the 
country. The grants include $8 million for a 
Hl.lton Hotel in Chica.go; $6.5 m1llion for a 
Hyatt-Regency Hotel in Flint, Michigan; $6 
million for a Howard Johnson's Hotel in 
New Brunswick, New Jersey; and $4.7 million 
to help develop a Marriott Hotel. in Wor
cester, Massachusetts. 

GAO auditors say that in many cases these 
projects would have been built without the 
UDAG grants. In fact , House Appropriations 
Committee investigators recently reported 
that real estate developers looked on UDAG 
grants "as the 'gravy' in the deal." 

MOST FRIVOLOUS RESEARCH 

National Institute of Education: NIE is 
little more .than a public jobs program for 
academic researchers. Several years ago the 
Senate Appropriations Committee zero
funded it, charging that the agency's re
search contributed nothing to the improve
ment of Amerioon education. But ·the House 
refused to go along and this $80 million pro
gram continues to waste tax dollars on some 
of the most nebulous subjects in the field 
of federal research grants. 

Typical of NIE's misolaced educational 
priorities: $80,000 to write a legal history of 
American colleges and universi,ties: $34,000 
to publish a catalog of eighteenth- and 
nineteenth-century textbooks; and $99,000 
to study the political attitudes of college 
professors. 

It is no wonder. then, that when President 
Reagan's transition team examined this 
agency, they called for its elimination. Un
fortunately, Reagan didn't go along with 
the idea, but he has proposed cutting NIE's 
budget ·to $61 million. 

MOST OVERRATED AGENCY 

Federal Trade Commission: OVer the years 
a. lot of deceptive clai.Ins have been made on 
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behalf of this $73 million agency. It is im
portant that consumers be given some truth
in-advertising about the FTC's own rather 
dismal record. 

A Long, hard examination I made into the 
FTC's claims and activities suggests that in
stead of "reducing prices to consumers and 
limiting the effects of i.nfiation," as the 
agency claims, its regulatory actions have 
1ncre·ased business costs and thus added to 
inflation. Rather than "fostering and pre
se·rving competition," as its rhetoric boasts, 
the FTC has in fact gone after highly com
petitive businesses such as funeral parlors, 
health spas, used-car dealers, and toymakers. 

.Economists and other schoLars have stud
ied the FTC's regulatory efforts for years, and 
most have found the agency wanting in vir
tually eve·ry regard. Former FTC attorney 
Alan Stone concluded after years of study 
that the agency "devotes considerable effort 
to restricting competition ... in intensely 
competitive industries." 

But in the field of consumer protection and 
education, the FTC's value is even more ques
tionabLe. Indeed, a detailed examination of 
the FTC's surveys and research grants reveals 
some of the most wasteful consultant spend
ing in Washington. A few choice examples 
include $8,000 to videotape children playing 
with toys featured in TV ads; $100,000 to 
examine the Japanese and European auto 
industries (as if we didn't know why their 
small and efficient cars have been so success
fuL); $3,500 for a study of children's percep
tion of TV ads; and: $19,000 to study the 
snacks children eat. 

The rank pate.rnalism that permeates the 
FTC's consumer program was recently illus
trated when the FTC ordered an aspirin 
maker to stop saying its product was better 
than other aspirin products. Said an FTC 
official critical of the program, "Not only does 
the product pose no threat to health and 
safety, but it is a decision consumers can, 
and shouLd, make themselves." The agency 
has also challenged claims for mouthwashes, 
margarine, breakfast cereals, and other harm
less products. 

CONGRESS' WORST PERKS 

( 1) Congressional masseurs: The House 
and Senate gymnasiums are operated by 
eleven employees whose saLaries total $200,000 
a year. Five of them are experts in the art 
of massage. They regularly rub the aching 
backs of our lawmakers, who frequently flee 
to the massage tables, steambaths, and swim
ming pools to avoid dreary floor debates or 
boring committee hearings. 

(2) House and Senate restaurant subsi
dies: This is nothing more than a subtle 
form of food stamps for members of Congress, 
who are paid $60,662.50 a year, and their em· 
pLoyees. The subsidy in the Senate is expected 
to hit $1 million this fiscal year; in the House 
it wlll approach a quarter of a. mlllion dollars. 

(3) Congressional florist service: Cut 
flowers, ferns, lush ivies, and other tropical 
plants from the Botanical Garden are regu
larly delivered to congressional offices. Their 
cost comes out of each member's office allow
ance, so this is nothing more than a tax
payer-supported florist service in the Capitol. 

MOST CORRUPT DEPARTMENT 

Department of Labor: In an unoffi'cial sur
vey I made of congressional investigators, 
the Labor Department won hands-down as 
the most corrupt of the Cabinet-level de
partments. For years, New Jersey Senator 
Harrison "Pete" Williams, former chairman 
of the Labor and Human Resources Commit
tee, treated the department with velvet 
gloves and thus maintained the adulation 
and political support of organized labor. 

The department's Comprehensive Employ
ment and Training Act (CETA) jobs program 
has been fleeced !rom one end of the country 
to the other. Many CETA jobs have gone not 
to the hard-core unemployed for whom they 
were intended, but to the political cronies of 
local politicians or to pay the salaries of 
sheriffs' deputies and other workers provid-

ing day-to-day services that the cities used 
to fund themselves. 

"The CETA program is without a doubt 
the most corrupt expenditure of public funds 
in the government today," said a veteran 
congressional investigator who has been 
probing the CETA program in preparation for 
Senate hearings this spring. Reagan, to his 
credit, has proposed CETA's abolition. 

Moreover, Labor Department files are filled 
with investigative reports and audits on cor
ruption in labor unions, their pension funds, 
and their relation to organized crime-prob
lems on which high department officials re
fused to act in previous administrations, ac
cording to congressional investigators . 

"It is a cesspool of corruption," says an
other Senate investigator, "and CETA and 
the involvement of criminal elements in the 
unions is only part of the story." Utah Sen
ator Orrin Hatch, chairman of the Labor and 
Human Resources Committee, is expected to 
hold extensive hearings on the department 
later this year. 

BUREAUCRATIC JOKES 

(1) U.S. Travel Service: The Carter ad
ministration begged Congress to abolish this 
$10 million agency, saying it was "a· waste 
of money," but to no avail. There isn't 
a scintllla of evidence that its meager pro
motional activities increase tourism to 
America. Airlines, ships, and other segments 
of the travel industry spend hundreds of 
mlllions of dollars annually to encourage 
travel to the U.S. The result: Foreign travel 
to the states was up nearly 15 percent last 
year. 

(2) Federal Information Center: This $4 
mlllion creature of the General Services Ad
ministration is the Yellow Pages of the bu
reaucracy. Located in 38 centers nationwide 
and employing 157 people, it gives out phone 
numbers of federal agencies. Less than 3 per
cent of the population uses it. Where do the 
others go for information? The telephone 
book or their nearest federal office building. 

(3) Consumer :tnformation Center: Some
where out in Pueblo, Colorado, this $1.2 mil
lion agency malls out government literature 
on everything from growing your own bonsai 
tree to selecting luggage for a trip to Europe. 
In fact, it is nothing more than a middle
man promoter between consumers and the 
agencies that produce bundreds of mlllions 
of dollars in u"eless literature each year. 
Most of the stuff shouldn't be printed at all, 
and the few worthwhile items could be dis
tributed by the agencies that produce them. 

(4) National Board for the Promotion of 
Rifle Practice: This board amounts to noth
ing more than a subsidy of the National 
Rifle Association. It was created in 1903 to 
help train civllians to shoot straight in the 
event a foreign enemy invaded our borders. 
In reality, however, this $800,000 program 
provides gun enthusiasts, members of the 
NRA all, with many happy hours of weekend 
recreation on the target range. 

(5) President's Council on Physical Fit
ness: With virtually every community in 
America awash with soccer, baseball, football, 
and any other sport you can name, this $800,-
000 program is SU:Jerfiuous at best. Its 
awards, badges, and promotional ads on the 
value of physical fitness represent nothing 
more than a. PR program for the White 
House. 

(6) Mexican-United States Defense Com
mission: Established under FDR during the 
war years to coordinate the defense of the 
southern hemisphere against a possible in
vation, this agency still lives. Yet Pentagon 
officials admit it does little to justify its 
existence. 

(7) Overseas Private Investment Corpora
tion: This government-run insurance com
pany primarily benefits the Fortune 500 and 
the nation's 50 biggest banks. The insurance 
policies guard investments abroad against 
the risks of war and expropriation of pro::>
erty, something the private insurance sector 
can and does provide. In the event of war 

or some other international calamity, the 
U.S. taxpayers could be liable for blllions of 
dollars in claims. 

(8) Law Enforcement Assistance Adminis
tration: LEAA has not only become a peren
nial joke in the halls of Congress, but more 
to the point, it has failed to curb crime. Con
gress has gradually trimmed this once-half
blllion-dollar agency down to about $200 
million a year, but its enormous bureauc
racy remains largely intact. "I! it disappeared 
tomorrow, no one would notice," says a Sen
ate Appropriations Committee official. 

MOST SUPERFLUOUS AGENCIES AND 
EXPENDITURES 

( 1) Beekeeper Indemnity Program: The 
government pays for dead bees that purport
edly die from federally approved pesticides. 

(2) Highway beautification. 
(3) Human operators for automatic ele

vators. 
(4) Private chefs !or Cabinet Secretaries 

and top Pentagon brass. 
( 5) Rural Electrification Administration: 

Created in 1935 to make loans to provide 
electric and telephone service to rural areas, 
a goal long since accomplished. More than 
99 percent of all farms now have electricity. 

(6) Congress's Office of Technology Assess
ment: This is another agency paying con
sultants to produce reports for members of 
Congress who do not read them. It dupllcates 
the work of the Congressional Research Serv
ice, the General Accounting Office, and the 
Congressional Budget Office, among other 
agencies capable of similar studies. 

(7) National Institute of Building 
Sciences: Establlshed in 1974 to promote new 
building technologies, something the private 
sector is eminently qualified to do. 

(8) Corporation for Public Broadcasting: 
CPB produces no programming of its own. 
It is an unnecessary layer of bureaucracy 
whose primary purpose is to distribute fed
eral funds to public television and radio sta
tions, a job that another existing agency of 
government could handle. 

(9) Council on Wage and Price Stab111ty: 
A failure at deallng with inflation. Reagan 
ended its wage- and price-guideline func
tion. Now Congress must formally Bibolish it. 

(10) Civil Aeronautics Board: This agency 
is due to be phased out of existence by 1985 
because Congress deregulated the airllne in
dustry. Why walt until then? 

(11) Regional Development Commissions: 
Formed to conduct regional efforts to improve 
area. economies. Jimmy Carter said they were 
"a. waste of time and money." 

(12) Milltary commissaries: Cut-rate gro
ceries for the middle and upper classes who 
have retired from the mllitary and are in 
second-career jobs, or are stlll on active duty. 
SUBSIDIES FOR THE MIDDLE AND UPPER CLASSES 

(1) School lunch program: $800 mlllion. 
(2) Impact Aid to Education: $300 mlllion. 
(3) National Endowment for the Arts and 

Humanities: $300 million. 
(4) National Publlc Radio and public 

television stations: $167.6 mlllion. 
(5) Small Business Administration: $3.1 

billion. 
WORST CABINET DEPARTMENT 

Department of Housing and Urban Devel
opment: No agency has a more disastrous 
record than HUD, a. department that most 
members of Congress don't en joy discussing. 
Ho11sln~ costs have skyrocketed, the build
ing industry ls anemic, and Uncle Sam is 
the nation's biggest slumlord. Housing ex
perts in and out of Congress are asking them
selves how it is possible that mlllions of 
Americans remain severely lll-housed de
spite the expenditure of more than $80 bil
llon. 

"Of all the departments, I would have to 
say HUD is without a doubt the worst," says 
a knowledgeable HUD expert on the Senate 
Appropriations Committee. "Their subsidy 
pro~rams are often benfiting middle-class 
clients, loan defaults are high, and a few 
people plus a. lot of banks are getting 
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wealthy from its housing [loan guarantee) 
programs." 

Since 1965, HUD has financed the con
struction of more than one m1llion housing 
units, in addition to bankrolling an extrav
aganza of other community-assistance 
schemes and urban-development grants. Yet 
had HUD spent its funds solely to buy de
cent housing for the poor, it could have 
purchased more than 1.6 m1111on new $50,000 
single-family homes instead of the public
housing slums we now have in every major 
city. 

In the last six years, HUD has paid out 
more than $8 billion to banks and other 
lenders for defaulted loans. Bill1ons more 
have been lost on massive housing fiascoes 
such as Model Cities, New Communities, and 
other HUD boondoggles that Congress would 
like to forget. Meanwhile, the poor in the 
South Bronx, Harlem, and elsewhere exls". 
in severely substandard publ1c housing. One 
GAO auditor calls HUD "a national dis-
grace." 

MOST INCOMPETENT 

( 1) US Postal Service. 
(2) Federal Election Commission. 
(3) Consumer Product Safety Commission. 
(4) Community Services Administration. 
(5) Interstate Commerce Commission. 

MOST DISPENSABLE 
Department of Energy. 

MOST RESPECTED AGENCY 

National Aeronautics and Space Admin
istration: Congressional committee staffers 
select NASA more than any other agency as 
one that has performed well under hard cir
cumstances. 

"There isn't another agency of govern
ment that we have asked to perform techni
cal feats that have never been done before. 
at least not of the magnitude of the space 
program," says a House staffer. "It did ex
actly what we asked it to do, and often un
der severe criticisms when delays, mishaps. 
and the inevitable cost overruns occurred." 

Tom van der Voort, a veteran Senate Ap
propriations Committee omcial who is in
timately f.am111ar wJ..th the NASA program, 
says that while the agency "underestimated 
the costs of the space shuttle," and gave 
"terribly optimistic schedules on a. delivery 
date," overall he rates it "the best--not only 
in ·terms of what it has done, but for all the 
technological achievements and benefits 
that have resulted !rom the space program." 

Says another Senate committee offi.cial, 
"We tend to take the Apollo mission for 
granted now, but it was a t-ruJv his+-oric 
achievement and one that p&id rich divi
dends for this country and the advancement 
of technology." 

MOST UNDERRATED AGENCIES 

(1) Federal Bureau of Investigation: Un
der the directorship of William Webster, the 
FBI is regaining its former presti~e and rep
utation as the government's premier in
vestt.gative agency. While past a.b11ses earned 
the agency a black eye, its history is also 
filed With stunning successes in criminal Jn
vestigation and undercover work. 
· Webster, a highly respected federal judge, 
has brought renewed credibiUty and respect 
to this $655 m11Uon agency that helps to en
force our nation's laws. 

( 2) National Transportation Safety Board: 
Operating on a very modest $18 m1llion budg
et which, unUk'e that of most agencies, has 
grown very ltttle over the years, the NTSB 
deserves high marks for performing a highly 
technical and diffi.cult assignment. Created 
by Congress in 1966 as an indeoendent agen
cy, the NTSB investigates and determines 
the causes of airline, rail, highway, and 
marine accidents. The board responds quick
ly and professionally when accidents occur 
and its investigations and reports are scru~ 
pulously thorough. 

MERITORIOUS SERVICE 

These agencies are given high marks for 
maintaining scandal-free administrations as 
well as conducting themselves with a high 
degree of professionalism and competence. 

(1) Securities and Exchange Commis-
sion. 

(2) Internal Revenue Service. 
(3) Environmental Protection Agency. 

General Accounting Offi.ce: "Thelr work 
is absolutely top-notch," says a chief auditor 

MOST UNHEEDED AGENCY 

for a major federal agency. Unfortunately, 
many of the recommendations the GAO has 
sent to Congress have !allen on deaf ears. 
Long before the GSA scancl&l broke, this 
watchdog agency had submitted more than 
200 reports on the scandal-ridden agency, 
deta1Ung many of the abuses Congress was 
to read a.bou t in the press. 

"If Congress were to legislate their recom
mendations over the last few years, we could 
cut the budget deficit in hal!," says a. House 
sta.ft'er. 

Reagan is betting that his quick-strike 
a.pproa.ch to budget cutting wm get his pro
gram through Congress before special in
terests can plead their favorite programs back 
into the spending stream. That makes it 
sound as though the decision to cut or not 
to cut is a close ce.ll. In many cases, it is not; 
rather, it is a choice between common sense 
and responsl!b111ty, and inertia and special 
pleading. In that kind of contest, Congres~> 
has too often chosen the la.tter.e 

INTERNATIONAL BROTHERHOOD 
OF TEAMSTERS 

• Mr. NUNN. Mr. President, the Inter
national Brotherhood of Teamsters soon 
wiil choose a new president to succeed 
the late Frank Fitzsimmons. The mem
bership must give their new leader a 
strong mandate to clean up their large 
and influential union. 

The Senate Permanent Subcommit
tee on Investigations has conducted a 
number of inquiries into the Teamsters 
Union and its various pension and health 
and welfare funds. As recently as 1977 
we uncovered a major insurance fraud 
scheme involving the central States 
health and welfare fund. 

Just last August and September we 
held extensive hearings which showed 
that the Labor Department's 5-year in
vestigation of the central States pension 
fund left much to be desired. We plan 
to file a report soon on this latest inves
tigation, and I expect the subcommit
tee to be very critical of both the Labor 
Department and certain Teamsters of
flcials, especially those who refused to 
cooperate with us in our investigation. 

The Teamsters leadership has had a 
deplorable record in managing the as
sets of the central States funds. These 
assets belong to the rank-and-file mem
bership, which relies on them for their 
present and future pensions and health 
and welfare benefits. They must be man
aged prudently and honestly, yet there 
have been questions raised about the 
soundness and wisdom of these assets 
being invested in risky real estate ven
tures and in gambling enterprises in 
Nevada. 

There have been charges of conflicts 
of interests on the part of individual 
trustees involving borrowers seeking 
loans from the central States funds. 
There have been allegations that mil
lions of dollars. of these assets were in-

vested in businesses controlled by orga
nized crime, and that large loans Wt!re 
given freely to associates of known Ollfa
nized criminals. 

I sincerely hope that the Teamsters 
will elect leaders who are above re
proach and who will protect the mem
bers• assets from unscrupulous manipu
lators, corrupt union o1hcials and trust
ees, organized criminals, and plain old 
bad management. 

The members of this union have a 
golden opportunity to set their house in 
order. I hope that they wiil do so.e 

SALE OF AWACS TO SAUDI ARABIA 
• Mr. CHILES. Mr. President, I feel 
compelled to state again my opposition 
to the decision by the Reagan adminis
tration to sell sophisticated offensive 
weaponry to Saudi Arabia. The decision 
to go ahead with the sale of equipment 
to upgrade the F-15's, and to sell the 
A W ACS-airborne warning and control 
systems aircraft-is, simply put, a bad 
decision. 

I voted against the original sale of the 
62 F-15's to Saudi Arabia back in 1978. 
My concern was that one day they might 
be used for offensive purposes against 
Israel, rather than for defensive pur
poses. The U.S. Government is now pro
posing to help the Saudis do just that. 
Assurance had been given the Congress 
by -then-Secretary of Defense Harold 
Brown that "Saudi Arabia has not re
quested nor do we intend to sell any 
other systems or armaments that would 
increase the range or enhance the 
ground attack capability of the F-15." 
The Reagan administration has matter
of-factly set aside this assurance. It 
seems that my concerns in 1978 and the 
concerns of many others in the Senate, 
were well founded. 

We now have the even more ominous 
threat to peace in the Middle East with 
the proposed sale of AWACS to Saudi 
Arabia. AWACS are basically flying ra
dar stations and command posts. From 
an altitude of about 30,000 feet, they look 
across borders, scan horizons out to 250 
miles and spot enemy aircraft. The 
AWACS planes are the most sophisti
cated air surveillance planes in the 
world. For that reason, I oppose their 
sale to any country. 

There is no doubt that the gulf region 
must be protected against the weapons 
deployed by Russian forces to the north, 
and by Warsaw Pact and CUban forces 
to the south. The entire region is threat
ened by enormous stockpiles of Russian 
equipment in Libya and in Syria. 

But the sale of AWACS to Saudi Ara
bia is not the proper response to meeting 
the Saudi's security needs. In fact, the 
introdu :tion of AWACS to the region 
will more likely trigger new tensions, 
and result in a spiraling arms race, de
velopments which would not be in the 
best interests of Saudi Arabia or the 
United States. 

The · A w ACS sale also represents a 
serious threat to the security of Israel. 
With the capability of monitoring Israeli 
defenses, the strategy of preemptive 
strikes is etiectivelv ePminated. Further, 
b:v placing the A w ACS into the hands 
of a government which has recently 
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called on Moslem states for a holy war 
against Israel, is to place in direct con
tradiction our commitment to the pro
tection of Israel. 

I do not believe that U.S. national 
security interests are served for either 
the short or the long run by a poHcy 
that seeks to promote peace and stability 
in the Middle East by reversing previous 
commitments and escalating the capa
bilities for war.• 

FIFTH ANNIVERS:ARY OF MOSCOW 
HELSINKI GROUP 

• Mr. DOLE. Mr. President, today the 
Moscow Helsinki Grouo celebrates its 
fifth anniversary: On May 12, 1976, 11 
Soviet citizens, led by physicist Yuri 
Orlov, founded a group dedicated to ad
vocacy of implementation of the human 
rights provisions of the 1975 Helsinki 
Final Act. As many of the Group's 
founding members were imprisoned or 
forced to emigrate, 10 other people joined 
the Moscow Helsinki Group. 

Working under conditions of repres
sion which are difficult for Americans to 
imagine-including the forced emigra
tion of six group members and the im
prisonment of eight others-the Moscow 
Helsinki Group continues its noble pub
lic activity. 

In fact, the Group's example has 
proven infectious: similar citizens' 
groups were formed in Ukraine, Lithu
ania, Armenia, and Georgia and affiliated 
groups were formed to monitor religious 
and health issues. The activity of these 
groups, in turn, lead to the further 
spreading of the KGB dragnet: today, 
43 members of the Soviet Helsinki 
Group and their affiHates are serving 
a total of 278 years of imprisonment. 

HELSINKI GROUP RAISE PUBLIC AWARENESS 
OP HUMAN RIGHTS 

What has the Soviet Helsinki Group 
done to incur such official wrath? They 
have produced hundreds of objective, 
well-researched reports on human rights 
problems in the U.S.S.R.: on official re
strictions on all religious believers; the 
difficulties of people seeking to rejoin 
or visit relatives abroad; official policy 
of incarcerating people in psychiatric 
"hospitals" for political attitudes; de
plorable conditions in Soviet forced labor 
camps and prisons; governmental dis
crimination against ethnic minorities 
seeking cultural and political rights in 
the Soviet Union; censorship control 
over all official publications in the 
U.S.S.R.; meager health and pension 
benefits for many Soviet citizens, and the 
lack of any unemployment compensa
tion-although there is unemployment. 

All monitoring activity is conducted in 
a peaceful and public manner by Soviet 
citizens who brave arrest to conduct 
their civic duty. 

Not only in the Soviet Union has the 
Moscow Helsinki Group had a powerful 
impact in mobilizing public awareness 
about governmental obligations to their 
own citizens under the Helsinki Final 
Act. As a result of such awareness char
ter '77 was organized in Czechosl~vakia 
KOR in Poland and our own Helsinki 
Watch in the United States. 

OVER 242 ARRESTS IN 19SO 

Despite occasional press reports that 
Soviet dissent has been "crushed," the 
Moscow Helsinki Group continues to 
produce informative and objective re
ports. Sadly, of late the mos't frequent 
Moscow Helsinki Group topic has been 
arrests, imprisonments, convictions, and 
psychiatric imprisonments. Indeed, there 
is evidence to suggest that there were 
more arrests-242-in the Soviet Union 
in 1980 than in any other year in the past 
15 years. 

I would like to take this opportunity, 
then, to commend once again the cour
age and contributions to genuine inter
national peace and understanding made 
by the peaceful and public monitoring 
work of the Moscow Helsinki Group. As 
cochairman of the Commission on Se
curity and Cooperation in Europe, I 
would like-yet again-to express the 
desire of the American people that the 
Soviet Government release all 43 impris
oned members of the Soviet Helsinki 
Group.e 

U.S. TREATMENT OF SALVADORAN 
REFUGEES 

• Mr. KENNEDY. Mr. President, I have 
been concerned for many weeks over the 
growing problem of refugees fleeing the 
escalating conflict in El Salvador-those 
in and around El Salvador as well as 
those Salvadorans in the United States 
or reach ;ng our borders. 

Through the United Nations High 
Commissioner for Refugees, we are join
ing others in the international commu
nity in providing humanitarian assist
ance to Salvadorans in Honduras and 
other countries. 

But for those Salvadorans in the 
United States, or reaching our shores, we 
have closed our dOOZ"s to those who do 
not want to return to their country at 
this time because of the violence. Regret
tably, this is being done by the admin
istration contrary to past practice. 

During the worst days of the Lebanese 
or Nicaraguan conflicts, we adopted for 
a temporary period of time a number of 
special immigration measures to deal 
with nationals from those countries who 
were in the United States or those seek
ing safe haven. 

Basically, these measures involved the 
granting of stays of voluntary departure 
for Lebanese and Nicaraguans-with 
permission to work, if that was neces
sary-and adopting more flexible visa 
guidelines for the admission of those who 
had family or other ties in the United 
States. 

It also meant we did not deport such 
nationals whose life might be endan
gered upon return to their countries be
cause of civil strife. 

At a hearing of the Subcommittee on 
Immigration and Refugee Policy on 
April 1, and in subsequent letters to 
Secretary of State Alexander Haig and 
Acting Immigration Commissioner David 
Crosland, I raised the issue of our treat
ment of Salvadoran refugees. 

I deeply regret that the responses I 
have received are negative, and that the 
administration has .rejected granting 
stays of voluntary departure to Salva
dorans who do not want to seek perma-

nent asylum, but simply temporary safe 
haven from the violence in El Salvador. 

I hope that the administration will 
reconsider its decision, proceed on the 
basis of past precedents, and deal more 
flexibly and humanely with Salvadorans 
in the United States. 

Mr. President, I ask that my exchange 
of correspondence with the Department 
of State and the Immigration and Natu
ralization Service be printed at this point 
in the RECORD. 

The correspondence follows: 
COMMITTEE ON THE JUDICIARY, 

Washington, D.C., April 6, 1981. 
Hon. ALEXANDER M. HAIG, Jr., 
Secretary of State, 
Washington, D.C. 

DEAR AL: As you know, during the worst 
days o! the Lebanese and Nicaraguan con
flicts, the United States temporarily adopted 
a number of special immigration measures to 
deal with nationals from those countries who 
were in the United States on non-immigrant 
visas or outside seeking to visit or find tem
porary sate-haven here. 

Basically, these measures involved the 
granting o! stays of voluntary departure for 
Lebanese or Nicaragua.ns-with permission 
for them to work, 1! that was necessary under 
the circumstances-and adopting more flex
ible visa guidelines for those who had family 
or other ties in the United States. These spe
cial immigration measures helped countless 
hundreds o! fammes, giving them sate-haven 
!rom the violence and confilct within their 
own countries. 

At a hearing of the Subcommittee on Im
migration and Re!ugee Policy last week, I 
raised this issue with the Acting Commis
sioner o! the Immigration and Naturalization 
Service relative to El Salvadorans. I was par
ticularly concerned over reports o! large-scale 
deportations o! Salvadorans. Given the esca
lating violence in El Salvador, I believe we 
must be vigila.nt that we are not unneces
sarily endangering the lives o! Salvadorans 
who understandably do not want to return 
to their country at this time. 

Considering we adopted special immigra
tion measures for the Lebanese in 1975-76, 
and for Nicaraguans two years ago, why has 
the Department of State failed to propose 
such action now relative to Salvadorans? 
Clearly, the Immigration Service must await 
a !ormal recommendation from the Depart
ment o! State prior to initiating a policy o! 
automatically granting stays of voluntary 
departure. 

I have asked the Immigration and Natural
ization Service to provide the Subcommittee 
with detailed information on the processing 
and deportation of Salvadorans, especially 
since January. In the meantime, I would 
appreciate receiving your views on this issue, 
and whether the Department is prepared to 
recommend to INS special immigration meas
ures !or Salvadorans in the United States or 
at our borders. 

Sincerely, 
EDWARD M. KENNEDY, 

Ranking Minority Member, Subcommit
tee on Immigration and Refugee Policy. 

DEPARTMENT OF STATE, 
Washington, D.C., April 17, 1981. 

Hon. EDWARD M. KENNEDY, 
u.s. Senate 

DEAR SENATOR KENNEDY: I am replying to 
your letter of April 6, to the Secretary re
questing that the Department of State rec
ommend to the Immigration and Naturaliza
tion Service (INS) that Salvadorans in the 
United States be granted voluntary departure 
status in lieu of forcible repatriation to El 
Salvador and work authorization and a more 
flexible visa policy for those who have rela
tives in the United States. 

Under the United Nations Protocol Relat
ing to the Status of Refugees, the United 
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States is prohibited from undertaking the 
forced expuls•ion movement of a refugee 
to a country or frontier where persecution is 
likely to occur. In addition, the Refugee Act 
of 1980 obliges the gru.ntirig of asylum status 
to those who establish a well-founded fear 
of persecution upon return to their country 
of nationality for reason of race, religion, 
nationality, membership of a particular so
cial group, or political opinion. The respon
sib111ty for establishlng a well-founded fear 
of persecution rests with each applicant. The 
INS does not classify Salvadorans in the 
United States as refugees unless they in
dividually establish that their fear of being 
persecuted is a well-founded one. 

While questions regarding exclusion or de
portation proceedings are, of course, under 
the jurisdiction of the INS, the 'Immigration 
Service has informed us that no Salvadoran 
asylum seeker is sent back until a determina
tion has been made that the claimant has not 
established a well-founded fear of persecu
tion. It is not necessary for Salvadorans to 
"formally" request asylum. If a positive in
dication of unwillingness to return to El 
Salvador is made, and if the unwillingness is 
based on a fear of bP.ing persecuted, that is 
sufficient to have the case processed through 
asylum procedures. 

Due to the so-called "final offensive" last 
January by the Fnrabundo Marti National 
Liberation Front, the Department believed it 
prudent to ask the INS to suspend action for 
90 days on Salvadoran asylum requests. This 
90-day period lapses April 15 at which time 
the Department lntends to resume review of 
Salvadoran asylum requests . For those who 
establish a well-founded fear of persecution 
upon return to El Salvador the Department, 
in its advisory opinion, will so inform the ap
propriate INS District Office. 

Whlle civil strife and violence in El Salva
dor continue at distressing levels, conditions 
there do not, at present, warrant the grant
ing of blanket voluntary departure to Sal
vadorans in the United States. 

While fighting in some areas has been SP.
vere, El Salvador has not suffered the same 
level of wide-spread fighting, destruction 
and breakdown of public services and order 
as did for example, Nicaragua, Lebanon or 
Uganda at the time when voluntary de
parture was recommended by the Depart
ment and granted by INS for nationals of 
those countries. 

Public order and public services, while un
der a serious attack, are still maintained, 
especially in San Salvador and the larger 
cities. 

Moreover, Salvadorans now present in the 
U.S., whose number may be as high as 500,-
000, who were not involved in polltical or 
m111tary activities before their departure, 
would not face, Ujpon return, any more dan
ger than is faced by their compatriots who 
never left the country. 

We believe that the majority of Salvador
ans in the United States did not depart 
their country solely to seek safehaven in 
this country. 

Most traveled through third countries be
fore entering the United States and many of 
them entered quite some time ago. Other 
countries closer to El Salvador, Honduras for 
example, have been generous in offering 
safehaven to Salvadorans who have fled. 

Thus, it is not true that only the United 
States is a possible refuge. The Department, 
therefore, at this time, is not in a position to 
recommend to the INS the blanket granting 
of voluntary departure status or work au
thorization for Salvadorans presently in the u.s. 

Similar considerations apply to the ques
tion of non-immigrant visas for Salvadorans 
outside our borders. As you know, the Immi
gration and Nationality Act provides that 
visa applicants must be considered to be in
tended immigrants until they establish that 
they qualify for one of the non-immigrant 
classifications. 

Visitors establish eligib111ty by demon
strating economic, family, or social ties to 
their homelands whioh would induce them 
to depart voluntarily after a visit to the 
United States. 

The extraordinary circumstances existing 
in such nations as Lebanon and NiCM"auga, 
to which visa applicants would obviously 
not wish to return until circumstances re
turned to norm:al, would prevent persons 
who would otherwise be well qualified, from 
obtaining visas. 

In these circumstances, we advised con
sular officers to take a "long-term view" of 
the B~p~plican ts' ties to their homelands, 
those attachments which would induce 
them to return abroad when circumstances 
returned to normal. This policy obviously 
cannot assist an applicant who would not 
qualify for a visitor's visa under any cir
cumstances. 

As previously nmecL, we do not believe 
that the circumstances in El Salvador reach 
the sam.e levels as existed in Lebanon or 
Nicaragua. Furthermore, we are not aware 
that there are Salvadoran visa a.pplica.nts 
who in normal times could expect to receive 
visas who are now being denied because the 
current situaUO!ll created questions about 
their intentions as tourists. 

We wm, of course, continue to assess Sal
vadoran developments closely and will in
form the JNS should these developments 
dictate a change in our pooition regarding 
voluntary de,a.rture status for Sa.lvadorans. 

Sincerely, 
ALVIN PAUL DijiSCHLER, 

Acti'nq Assistant Secretary for Congres
sional Relations. 

COMMITTEE ON THE JUDICIARY, 
Washinqton, D .C., April6, 1981 . 

Hon. DAviD CROSLAND 
Actinq Co'"tmissioner, Immiqration and 

Naturalization Service, Department of 
Justice, Washington, D.C. 

DEAR Ma. CRosLAND: To follow-up our dis
cussion at la.st weelr's l:'leRring of the Sub
committee on Jmmillration and Refu!lee 
Policy relative to special immig-ration meas
ures for El Salvadorans in the United States, 
I have written the attached letter to Secre
tary of State Alexander Haig. 

I appreciate that TNS must receive a rec-
. ommendation from the Department of State 
prior to establishing a policy of grantim~ 
stays of voluntary departure for Salvadorans 
who do not wish to return to their c,oun try 
at this time because of the escalating civil 
strife. However, I am hopeful the Depart
ment will soon make such a recommenda
tion, for I believe it is clearly warranted. 

Again, I appreciated your testimony before 
the Subcommittee and I look forward to re
ceiving whatever INS statistics you have on 
the recent processing and/or deportation of 
El Salvadoran nationals. 

Many thanks for your consideration, and 
best wishes. 

Sincerely, 
EDWARD M. KENNEDY, 

Ranking Minority Member, Subcommit
tee on Immigration and Refugee Policy. 

U.S. DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZA-

TION SERVICE, 
Washington, D.C., May 1, 1981. 

Hon. EDWARD M. KENNEDY, 
Ranking Minority Member, Subcommittee on 

Immigration and Refugee Policy, Wash
ington, D.C. 

DEAR SENATOR KENNEDY: In response to 
your letter of April 6, 1981, requesting what
ever statistics we have on recent deporta
tion of El Salvadoran nationals, the following 
information is available at this time: For the 
year October 1979 through Sep.tember 1980, 
8,868 Salvadorans were expelled. Since Octo
ber 1980 the following expulsions have taken 
place, including voluntary repatriation and 
deportation: October 1980, 825, November 

1980, 776, December 1980, 721, January 1981, 
891:. The statistics are not yet available for 
February and March. 

During your questioning in the hearing 
you referred to previous instances in which 
blanket periods of voluntary departure were 
granted. I have enclosed, for your informa
tion, a summary of those instances, begin
ning with Ethiopia in May 1977. 

We have received word from the Depart
ment of State that it is not in a position to 
recommend a blanket granting of voluntary 
departure for illegal Salvadorans presently in 
tho United States. However, on April 15, 1981, 
the Department resumed a case by case re
view of Salvadoran political asylum re
quests. For those who can establish a well 
founded fear of persecution upon return to 
El Salvador, State wlll inform the appropri
ate Jmmigration and Naturalization Service 
district office. 

I appreciate your interest in this matter 
Let me know if you wish additional informa
tion. 

Sincerely, 
DAVID CROSLAND, 

Acting Commissioner. 

ENCLOSURES 
Aliens from the following countries have 

been granted blanket periods of voluntary 
departure. 

Ethiopia-May 1977 to present. 
Uganda-April 1978 to present. 
Iran-April 1979 to November 1980. 
Nicaragua-June 1979 to September 1980. 
Similarities: 
1. All grants were based upon Department 

of State recommendations. 
2. Department of State was not recom

mending that any of the involved national1-
ties be considered as a refugee wltllln the 
meaning of 203.(a) (7). Ugandan and Nica
raguan aliens were ineligible for consider
ation under 203 (a) (7), as stated by Ms. P. 
Derian in a letter to Commi.!;sioner Castillo 
concerning Ethiopians and Ugandans dated 
April 7, 1978. "Since Refugees from many 
countries, including Uganda, are ineligible 
for refugee status under the proviso to Sec
tion 203(a) (7) of the Immigration and Na
tionality Act (INA) due to geo5rapb.ic cri
teria imposed by that section, many refugees 
in the U.S. can only be placed in voluntary 
departure status." The Iranian and Ethio
pians were apparently found ineligible by 
Department of State for reasons other than 
the geographic criteria. 

3. All initial recommendations were made 
by the Department of State prior to the 
Refugee Act of 1980. 

Differences: Ethiopians and Ugandans 
were granted voluntary departure in one 
year increments. 

Nicaraguans and Iranians were granted 
voluntary departure to specified dates as rec
ommended by Department of State. 

LEBANON 
Based upon Department of State opinions 

a policy wire dated July 1, 1976 (attached) 
was issued stating that Lebanese nationals' 
requests for extensions of voluntary depar
ture should be viewed sympathetically on a 
case by case basis (not a blanket grant or 
volunt~ry departure). 

ETHIOPIA 
Per request of Patricia M. Derian, Assist

ant Secretary of State for Human Rights and 
Humanitarian Affairs (letter dated May 
1977), a policy wire, dated July 12, 1977 (at
tached) was issued stating that voluntary 
departure would be granted to EthiOpian 
nationals in one year increments. 

On July 18, 1980, Victor H. Palmieri, 
United States Coordinator for Refugee Af
fairs wrote to Commissioner Crosland and 
requested that INS continue to defer depor
tation of Ethiopians. There has been no 
change in policy. 
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UGANDA 

Per request contained in Ms. Deria.n's let
ter of April 7, 1978 concerning both Ugan
dans and Ethiopians, a policy memorandum, 
dated June 8, 1978 (attached) was 1ssuea 
stating that Ugandan Nationals would be 
granted voluntary departure in one year in
crements. 

In a. letter dated June 22, 1979, Ms. Der1a.n 
advised INS that conditions were too unset
tled in Uganda. to warrant a. change of pol
icy. 

IRAN 

In a letter to Mr. Michael Egan, Associate 
Attorney General, dated March 19, 1979, Mr. 
David Newsom, Under Seoretary for Political 
Affairs, Department of State, requested that 
Iranians not be forced to return to Iran. 

Mr. Egan responded to Mr. Newsom on 
April 11, 1979 and stated th81t depal·ture 
would not be enforced until September 1, 
1979. 

On April 16, 1979, a policy wire (attached) 
was issued stating that Iranians would be 
granted voLuntary departure until Septem
ber 1, 1979. July 20, 1979 a. policy wire (at
tached) was issued clarifying the policy re
garding employment authorization. On 
July 28, 1979, Mr. Newsom wrote to Mr. Egan 
requesting an extension of the voluntary de
parture period to March 1, 1980. 

Mr. Egan responded to Mr. Newsom on 
August 2, 1979 advising him that Iranians 
would be extended until June 1, 1980. 

On August 9, 1979, a. policy wire (attached) 
was issued extending the date to June 1, 
1980. Cla-rification wires (a.ttached) were is
sued on August 10, 1979 a.nd September 20, 
1979. On November 23, 1979, a. policy wire 
(attached) was issued concerning the 
revooation of the voluntary departure period 
previously granted. 

NICARAGUA 

In a letter to Cornm.lssioner Castillo dated 
June 26, 1979, Mr. Warren Ohristopher, Act
ing Secretary, Department of Stalte, request
ed tha.t INS place Nicaraguan nationals in a 
voluntary departure status un.rtn December 
31, 1979. 

A policy wire (attached) da.ted July 3, 
1979 stated th81t, for Nicaraguans in the u.s. 
as of June 27, 1979, voluntary departure 
should be granted until December 31, 1979. 

Mr. Christopher requested, in a letter to 
the Commissioner dated August 17, 1979, that 
the policy not be limited to Nicaraguans 
who were in the U.S. as of June 27, 1979. A 
policy win" (a.tJtached) to this effect was 
issued on August 29, 1979. Mr. Christopher 
wrote again on January 4, 1980 and on June 
27, 1980 requesting extensions of voluntary 
departure to June 30, 1980 and September 28, 
1980, respectively. Policy wires (attached) 
were issued to that effect on January 4, 1980; 
Ja.nua.ry 8, 1980; and July 1, 1980. Mr. 
Christopher wrote on OctobeT 1, 1980 that 
further extensions of voluntary departure 
was not necessary. 

A policy wire (attached) was issued on 
October 16, 1980 sta.ting tha.t Nicaraguan re
quests for voluntary departure would be 
handled on a case by case ba.stis (no longer 
a blanket grant of voluntary departure) ·• 

OIL SUPPLY REALITIES 
• Mr: PELL. Mr. President, today's 
Washmgton Post has reprinted an ex
cel~ent article from the National Journal 
wnt~e:n by Robert J. Samuelson on the 
reallt1e.s of the world oil supply situation. 

I belleve the article is a most thought
ful and_cogent explanation of our present 
domestic energy situation which should 
not go unnoticed by my colleagues and 
the public. 
I~ the last 6 months, Mr. President I 

believe we have become far too lax and 

complacent regarding our domestic en
ergy situation or, more specifically, our 
domestic energy vulnerability. If we note 
the current uncertainty in the Mideast, 
our deep concern over the Libyan terror
ist activities-10 percent of U.S. imported 
oil comes from Libya-and the fact that 
approximately 70 percent of our imported 
oil is from OPEC countries, we might do 
well to pause a moment and re:fiect on 
our vulnerable domestic oil situation. In 
this regard, we should further consider 
the importance of a vigorous conserva
tion effort and review most carefully the 
several recommendations discussed by 
Mr. Samuelson in relation to the domes
tic oil supply and possible future inter
ruptions. 

Mr. President, the article from Mr. 
Samuelson is indeed timely and an €X
cellent contribution to our current debate 
on energy in the Congress. His comments 
illustrate our urgent need not to termi
nate essential conservation programs and 
the need for standby petroleum emer
gency programs. 

Mr. President, I submit the article by 
Mr. Samuelson from the Washington 
Post to be printed in the RECORD. 

The article is as follows: 
[From the Washington Post, May 12, 1981] 

On. SUPPLY DELUSION; 'GLUT' IGNORES 
REALITIES 

(By Robert J. Samuelson) 
Probably the most important nonevent of 

the past eight months is this: Iran and Iraq 
went to war, and the world didn't gasp for 
oil. Indeed, there's so much oil that petro
leum experts and the news media have taken 
to describing the situation as an "oil glut." 

What a. dreadful choice of words. 
"Glut" means "excessive supply," and that 

surely doesn't apply to oil. Nothing in the 
past year has altered the two basic realities 
of oil. First, it's a. wasting resource that now 
provides nearly half the world's energy. And 
second, perhaps three-fourths of the known 
reserves are located in countries whose 
stabUity cannot be taken for granted. 

To think otherwise is a delusion. But the 
balance of power between consuming and 
producing countries is shifting-just a bit. 
A "glut" exists in the sense that production 
exceeds consumption; the excess provides a. 
buffer against large price increases and sup
ply disruptions from political upheavals. 

Our interests lie in increasing this buffer, 
not in yearning for a big break in oil prices. 
Tha.t's what the normal mechanics of supply 
and demand would dictate: Prices would 
drop until production capacity and con
sumption nearly matched. But a big price 
decline simply would ordain another ride up 
the roller coaster. Once demand tightened or 
a. revolution knocked out a key supplier, 
prices would jump sharply again. 

The history of oil since the end of World 
War II is that when surplus capacity doesn't 
exist, the world is vulnerable to such shocks. 
The following table is as good a. way to view 
this history as any. Two columns list known 
oil reserve and annual wOTld consumption 
(both in blllions of barrels). The last column 
shows how many years reserves would last at 
prevailing rates of use. 

Oil Exhaustion 
Reserves use period 

1950 _____ ___ __ 76.5 3. 4 23 1960 _____ _____ 290.0 7.8 37 1970 ____ __ ____ 530.5 16. 7 32 
1973_ -- - ---- -- 664.2 20.4 33 1979 __ ______ __ 642.0 23. 8 27 
1980_- ------ -- 642.0 1 23.0 28 

t Estimate. 

Reserve figures are notoriously inexact, but 
they give a general sense of direction. Be
tween the early 1950s and the late 1960s, 
disco >-eries generally outpaced consump>tlon. 
The big international on companies domi
nated the producing countries. The com
panies decided where production would in
crease and which countries would receive 
higher revenues. 

But fast economic growth, ambitious sell
ing by oil companies (between 1960 and 1970, 
oil displaced coal as the world 's major fuel) 
and low priced doomed that. A large price 
increase was inevitable by the mid 1970s. 
Demand was simply increasing too fast in re
lation to known supplies. 

Another source of stability vanished simul
taneously: The United States lost its abillty 
to act as supplier of last resort. It quickly 
shifted from a small importer-but one with 
the capacity to increase production during 
emergencies-to the world's largest importer. 

Now the picture is changing modestly. High 
prices have slowed demand, and discoveries 
roughly match consumption. 

In some respects, the outlook is quite 
favorable. Although Saudi Arabia is pump
ing nearly 2 million barrels daily more than 
its official ce111ng (8% million barrels daily), 
Iran and Iraq are hardly producing at all 
(2 .5 million barrels dally against a prewar 
rate of about 6.7 million). If they someday 
restore production, even Saudi cutbacks 
would not jeopardize current consumption 
levels. 

And those are still headed down. In the 
United States, oil consumption is running 
about a million barrels a day less than a year 
ago, although the economy has recovered the 
ground lost in the 1980 recession. In addition, 
oil companies are maintaining much higher 
inventories than before the Iran-Iraq war. 
That's an extra safety cushion. 

But none of this will eliminate oil as the 
world's most precarious political commodity. 

What changed in the 1970s was psychology. 
A psychology of abundance, reinforced by 
huge discoveries, gave way to a psychology of 
scarcity. A sense of stab111ty, buttressed by 
the availabilit y of U.S. oil, gave way to per
vasive insecurity. And the power relation
ships between consumins countries (repre
sented loosely by the giant oil companies) 
and producers cha.no;ed accordingly. 

As recently as the early 1970s the ma.jor 
oil companies controlled oil from· the well to 
the pump. Now, according to the Washing
ton newsletter Geopolitics of Energy, the oil
producing countries themselves sell about 
two-thirds of their oil. Developing countries 
receive half their oil through "direct govern
ment-to-government dealings." 

The connection between oil and the Arab
Isrneli conflict simply reinforces the potential 
for political mischance and mischief. Only 
two things could change toda.y's oil psychol
ogy and politics fundamentally: either large 
discoveries, spread among different countries, 
that would redefine the earth's resource base; 
or the emergence of an inexpensive oil 
substitute. Otherwise, we are stuck with 
uncertainty. 

The Reagan administration ought to be 
lunging at every opportunity to minimize 
that uncertainty, but it isn't. 

It has squelched (possibly for good) a pro
posal from the World Bank to promote addi
tional energy explorration and development in 
poorer nations; the more that can be done in 
these countries, the less pressure on world 
oil markets. And the same penny-pinching 
mentality has produced a senseless congres
sionlal squabble over how to finance additions 
to the strategic petroleum reserve: an emer
gency supply to be drawn down in crisis. 

It's being filled now, but Cone-ress and the 
administration are looking for ways to side
track spending for the reserve into an ob
scure off-budget account. If this causes delay, 
it will be a case of criminal negligence. The 
simple way to fill the reserve without in
creasing the government deficit would to be 
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impose a modest (say, 2 cents 18. gallon) tax 
on oil. That's a small price for a bit of sanity 
01nd safety ·• 

CLEARING THE AIR-KANSAS CITY'S 
AIR QUALITY 

e Mr. EAGLETON. Mr. President, I 
would like to "clear the air" about Kansas 
City's air reputation. In the 11th annual 
report of the Council on Environmental 
Quality, Kansas City, Mo. was cited as 
one of the few American urban areas with 
deteriorating air quality. Last week, the 
Council on Environmental Quality vin
dicated Kansas City. 

Upon completion of the CEQ investi
gation, CEQ found that an error had 
been made, and that the report contained 
an incorrect report on Kansas City's air 
quality. 

In fact, Kansas City is among the top 
40 American urban areas with clean air. 
Kansas Citians take pride in the air qual
ity of the town, and I am pleased that the 
city has been vindicated. 

On April 29, 1981, in a letter to Joanne 
Collins, cochairman of the Air Quality 
Forum of Kansas City, CEQ Acting 
Chairman Malcolm Baldwin wrote: 

I regret that our report misrepresented the 
Kansas City air quality. The small number of 
unhealthful days in the Kansas City region 
places it among the best of the 40 areas re
ported by the CEQ. The data also represent a 
substantial reduction from the number of 
unhealthful days reported in the previous 
year. 

The CEQ investigation found that 
there had been a series of mistakes on 
miscalibrated measurements of the ozone 
beginning at the local level in 1978 
through the EPA National Air Data Bank. 
In 1979, the incorrect data was discov
ered, but never removed from the na
ti~nal air data bank. Using that errone
ous data, CEQ used Kansas City as an 
illustration of a deteriorating city. Had 
CEQ taken the time to verify this charge, 
CEQ would have discovered that Kansas 
City was a city of improving air quality. 
Malcolm Baldwin points out in his report 
that "a most important lesson from this 
episode is that the Federal Government 
still needs to improve its quality assur
ance, data handling, and checking pro
cedures." 

I could not agree more. I hope that 
CEQ and EPA will indeed learn from this 
lesson, before other cities are victimized 
from bad publicity. 

Kansas City is a fine and clean city, 
and deserves to have its reputation 
cleared. ' 

Mr. President, I submit the text of Mr. 
Baldwin's letter to be printed in full in 
the RECORD. 

The letter follows: 
EXECUTIVE OFFICE 

OF THE PRESIDENT, 
COUNCIL ON ENVIRONMENTAL QUALITY, 

Washington, D.C., April 29, 1981. 
Ms. JOANNE COLLINS, 
Cochairman Atr Quality Forum, Mid-Amer

ica Regional Council, Kansas City, Mo. 
DEAR Ms. COLLINS: Since Mrs. Katherine 

amman's note to you on .AJpril 16, the CEQ 
sta.tr has investi-gated further the series of 
errors and oversights that led to our incor
reot report of air qua.Iity for Kansas City for 
1978 in our Eleventh (1980) Annual Envi
ronmental Qua.Iity Report, as you poin·ted 
out in your Ma.rch 20 a·etter to Alan HUl. 

CEQ staff has found that the error in our 
report resulted from a series of mistakes that 
began when a local organization, the Air 
QuaUty Control Program o·f the City of Kan
sas City, reported miscalibrated measure
ments of ozone levels to the S'tate of Missouri 
Air Pollution Control Program and to EPA 
Region VII. Measurement results then were 
rowtinely entered in the EPA National Air 
Data Bank in Research Triangle Park, North 
Carolina. An audit of the high ozone levels 
done by the EPA Region later found the 
caU.bration errors, a.nd the state a.nd local 
governments were notified. The state then 
proceeded to delete part of the bad data 
(the 1!}79 data) from the EPA computerized 
data bank, and incorrectly assumed ·that 
EPA would delete the rest. CEQ used the 
data &SSuming that quality control a.nd cor
reotion measures had been applied. We have 
recently confirmed, however, that the incor
rect 1978 data have not yet been removed by 
the state, but probably will be deleted in the 
next several weeks. 

CEQ, of course, is partly at fault for using 
data tha.t showed unusual patterns witho_ut 
detailed verification that the data were valid. 
Occasionally, we have made such verification 
checks a.s, for example, when we went back 
to a source agency to check water quality 
da.ta. ·that showed unusua.llevels of pollution. 
In that ca.se, when the source agency found 
that the measurements of high pollution 
levels could not be corroborated, the agency 
and CEQ concluded that the measurements 
were in error and references to the measure
ments were deleted from the CEQ report. 
The small size of our staff has made it 1m
possible to oversee the accuracy or looal, 
state, and EPA pol:lution date. on a regular 
basis. 

I regret that our repol'it misrepresented 
the Kansas City aJ.r qualJJty. The small num
ber of unhealth-ful days in the Kansas City 
region pla.ces it among the best of the 40 
areas reported by CEQ. The da.ta also rep
resent a substantial reduction from the num
ber of unhea.lth!ful days reported in the pre
vious yee.r. 

I believe tha.t the most important lesson 
from this episode is that the federa.l govern
ment stlH needs to improve its quality assur
ance, date.. handling, and checking proce
dures affecting environmental data collected 
from all the local, st01te, and · federa.l 
ollg~a.nizations. 

Sincerely, 
MALCOLM F. BALDWIN, 

Acting Chairman.e 

CONFERENCE ON NUCLEAR WAR 
IN EUROPE 

e Mr. KENNEDY. Mr. President, one 
of the most difficult, but one of the most 
necessary, tasks for all citizens is to be
come aware of the reality of nuclear 
weapons, to think about the unthink
able. The human tragedy of loss of life 
and injury, of the enormity of the de
struction of civilization and culture, 
which nuclear war would represent is 
truly awesome. A13 Under ·Secretary of 
Defense Fred Ikle has rightly pointed 
out, the difficulty of comprehending these 
terrible consequences is compounded by 
the fact that the uncertainties involved 
in any use of nuclear weapons may be 
even greater than the certainties of pre
dictable death, injury, and destruction. 
But a sober appreciation of both the re
alities and the unknowns is a required 
beginning before seeking ways to prevent 
the terrible possibility from ever being 
visited upon mankind. 

It is, therefore, welcome that the Cen
ter for Defense Information and the 
Polemological Institute of the State Ul~i-

versity of Groningen of the Netherlands 
sponsored a conference on nuclear war 
in Europe held in Groningen from April 
22 to 24: how it could start, how it 
would be fought, what its effects would 
be, and what can be done to avoid it. 
Such a conference is especially timely 
because of the urgency of beginning 
negotiations to control and limit longer 
range tactical nuclear weapons based in 
Europe. 

This conference is the most recent of 
a number of efforts to focus attention on 
the consequences of the use of nuclear 
weapons as well as the means to a void 
such use. These include a similar con
ference on nuclear war sponsored by the 
Center for Defense Information and 
held in Washington in 1978, and the 
Airlie House Conference this past March 
sponsored by the International Physi
cians for the Prevention of Nuclear War. 
In June of last year, I sponsored hear
ings on the short- and long-term effects 
of nuclear war on the surviving popula
tion. And in May 1979 the Congress 
Office of Technology Assessment pub
lished a detailed analysis of the effects of 
nuclear war on the United States and 
the Soviet Union. 

A thoughtful description of both the 
known and unknown factors consequent 
on the use of nuclear weapons in Europe 
was presented at the Groningen Confer
ence by Prof. Henry Kendall, a physicist 
at the Massachusetts Institute of Tech
nology and chairman of the Union of 
Concerned Scientists. The Union of Con
cerned Scientists is an organization with 
more than 100,000 members concerned 
with technological problems confronting 
society, especially the safety of nuclear 
power reactors and the threat posed by 
the nuclear arms race. Professor Kendall 
cogently demonstrates the utter devasta
tion that even a relatively ''small" use of 
nuclear weapons in Europe would cause, 
and the damaging long-term effects such 
an attack could have even outside the 
immediate localities where nuclear 
weapons were used. 

I ask that Professor Kendall's state
ment, "Nuclear War in Europe," be 
printed in the RECORD, together with an 
article from the New York Times of 
April 28 reporting on the Conference. 

The texts of the statement and article 
follows: 

NUCLEAR WAR IN EUROPE 
INTRODUCTION 

The possiblllty of nuclear war remains one 
of the grim features of modern life. Like the 
air pollution we breathe, noxious substances 
that we cannot always see, the threat of nu
clear war is a subtle but everpresent element 
in the atmosphere in which we live. Nat
urally, we prefer not to dwell on this un
pleasant threat, but it will not go away 
merely because we feign indifference to it. 
Indeed, the possiblllty of a nuclear war seems 
to be growing, especially one that would in
volve--or take place in-Europe. The nations 
of the continent, by political alliance, are 
tied to the United States or to the Soviet 
Union. The two superpowers, in tum, are 
wedded to m111tary policies that have re
sulted in an awesome nuclear arms race. 
Both sides have deployed thousands of nu
clear weapons in Europe, and it appears prob
able that World War III-like World Wars I 
and II-would very likely be !ought, at least 
in part, on European soil. 
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A few U.S. nuclear strategists, some of 
them wlth close associations with the pres
ent Reagan Administration, even believe 
that "limited" nuclear wars can be fought-
and, in terms of American political objec
tives, "won." Europeans, no doubt, living as 
they do on one of the primary potential 
battlefields, must find this opinion rather 
unsettling. The following summary explains 
what the consequences might be of a major 
nuclear war in Europe, and it forms a basis 
for what I hope w111 be a broad public review 
of nuclear policies in Europe. 
THE EFFECTS OF SINGLE NUCLEAR EXPLOSIONS 

The nuclear bomb that destroyed Hiro
shima. in 1945 had an explosive yield of about 
13 KT (kiloton) TNT equivalent. Today 
weapon yields may range to well in excess of 
10 MT (megaton), with battlefield, or tac
tical, weapons down to as small as 1 T (ton) 
or less. 

The explosion of a 1 MT weapon in the 
lower atmosphere will create a fireball some 
7,000 feet in diameter: a million tons of air 
wm be heated above 2000° c. Detonated at 
or near the ground, the weapon wlll dig a 
crater nearly % mile in diameter and 300 
feet deep. If such an explosion occurs in an 
urban area, some 50 square miles wm be 
totally destroyed by the blast effects and 
much of the wreckage burned out from fires 
started by the heat. The thermal radiation 
can set fires over a 150 sq. mile area and w111 
cause 2nd degree burns, or worse, over 250 
sq. miles. A ground burst w111 loft a large 
quantity of radioactive debris into the air, 
which wlll be borne by the wlnd to settle 
out minutes, hours, and days later, deposit
ing a radioactive burden on the land and 
waters. Table 1 summarizes the conse
quences of such fallout for a typical situa
tion. 
TABLE 1.-.RcuUoacUve fallout effects/1 MT 

ground burst 
[In square miles] 

Lethal to unprotected persons_______ 600 
Evacuations required 1 to 3 years __ 200-300 
Substantial risk, death or incapactta-

tk>n ------------------------------ 2, 000 
Contaminated past safe use (addition-

al) ----------------------------- 2,000 
Conifers killed-------------------- 250-500 
Ooilltamina.tion of agricultural prod-

~ ----------------------------- 1,000 Contamination of milk ______________ 4, 000 

Of the many milllons or tons of rock ·and 
soil displa.ced by the explosion, some 2,000 
tons e.re injected as fine pa.rticulalte ma.tter 
Lnto the upper a.tmosphere Where -it may 
contribute to global weather modification. 
The 'high temperatures in the fireball pro
duce about 5,000 tons of ni.trogen oxides 
from the oombustion of atmospheric nitro
gen. Some portion of these materials is in
jected into the upper atmosphere. There 
these gases can partially destroy the natural
ly ooourrdng ooone which absorbs, and so 
protects the biosphere from, especially dam
aging ultrra.vlolet rays present m sunlight. 

A l•a.rge weapon detonated over e.n urban 
vea wm result in la.rge numbers cxr persons 
kllled or injured from the combined effects 
of blast, thermal radiation, and, especially 
for lower weapon yields, prompt nuclear 
mdi<Sitions. Estdma.tes, based on studies or 
U.S. ci.ties, of the number ()(( fa.tali'ties and 
total oasua.lties, fatal and non-fatal, from 
the burst of a single wea.pon over typical 
metropolitan ·areas are given in Table 2. 
Injury from radioactive fallout 1s excluded. 

ABLE 2.CASUA lEi FH'II '>l'n'.: 3JlH J/::l Jll\ I 
AREA 

0.2 

Area population: 
4,000,000: Fatalities ______________ 160,000 

Casualties _____________ 700,000 
1,0001000: Fahties ________________ 140,000 

Casualties _____________ 400,000 
250,000: 

Fatalities______________ 80,000 
Casualties.-------- ---- 160,000 

Yield (MT) 

1.0 5. 0 

800,000 1, 700,000 
1, 700,000 2, 800,000 

420,000 
750, 000 

750,000 
930,000 

170, 000 
220,000 

230,000 
250,000 

Note: These numbers could vary in consequence of variations 
in targeting and in population densities and distributions. 

INVENTORIES OF NUCLEAR WEAPONS 

The numbers of nuclear warheads in the 
European theater nuclear forces (TNF) and 
in the strategic arsenals of the NATO nations 
and the Warsaw Pact nations are shown in 
Table 3. There is some uncertainty in these 
numbers, especially for Warsaw Pact inven
tories, in consequence of secrecy that is en
forced. For our purposes these uncertainties 
are unimportant, as we shall see. 

TABLE 3.-NUCLEAR WARHEAD INVENTORIES, 1980 

Warsaw 
NATO Pate 

Tactical nuclear warheads (Europe)_____ 8-9, 000 4-5,000 
Strategic nuclear warheads_____________ 10, 000 7, 000 

A wide variety of systems is available for 
the delivery of these warheads to their in
tended targets. A breakdown of Warsaw Pact 
tactical forces is given in Table 4. These sys
tems include fighter bombers, medium 
bombers, carrier-based aircraft, intercon
tinental bombers, nuclear capable artillery, 
medium-, intermediate-, and intercontinen
tal-range ground-based ballistic missiles, 
surface-to-air and air-to-surface missiles, 
nuclear and conventionally powered sub
m::u-ines, and, proposed for introduction into 
the NATO forces, unmanned air-breathing 
nuclear-tipped cruise missiles. Among the 
many types of nuclear warheads are atomic 
demolition munitions (ADM), which, wlth 
delayed fusing, may be set in harbors, rivers, 
or underground so as to destroy ports, roads, 
bridges, dams, and other fac111ties and to 
close passes and destroy tunnels. Nuclear 
depth bombs are available as well. These are 
air-to-surface penetrators for use where 
ADM placement is difficult or impossible. 

TABLE 4.-WARSAW PACT TACTICAL NUCLEAR FORCES 

Type 

Short range 
land-based 
missiles. 

M~~~ug~j~~~J-
based missiles. 

Sea launched 
missiles. 

Nuclear capable 
aircraftt. 

Num- Range 
ber (miles) Yield 

1, 300 lQ-500 10 KT, 
0.5MT. 

600 to 4, 000 150 KT, 
1 MT. 

500 to 750 20 l~'r. 
500 to 2, 000 To MT 

range. 

War- Total 
heads MT 

1, 300 

1, 450 

500 

1, 000 

65 

590 

100 

860 

TotaL-------------------------------- 4, 250 1, 615 

1 Medium range bombers. Other short range aircraft omitted. 

Note: Nuclear capable artillery and atomic demolition muni
tions omitted. 

CONSEQUENCES OF NUCLEAR WAR-EUROPEAN 
THEATER 

Let us consider first the consequences to 
the NATO countries at the detonation of 

1,000 Wa.rsa.w Pact nuclear weapons over 
military, industrial, and transport fac111ties 
in or near major urban areas, half of these 
being ground bursts. If these averaged 1 MT 
each, simple arithmetic, based on the known 
effects of the blasts, gives us the aggregate 
consequences. We assume for simplicity tha.t 
the effects are additive, that is, there is no 
overla.pping ()(( blast or fallout. The results 
are shown in Table 5. 

TABLE 5.-1,000 l·MT WEAPONS 

To\al destruction, fire and blast________ 50,000 mi.' 
Major destruction, fire and blasL ______ 40, 000 mi.2 (addi· 

tional). 
Dam~~ed, fi!e and blast. __ ------------ 15D-250,000 mi.' 
Fatalities, d1rect effects of attack _______ In excess of 200,000,-

000. 
Fallout, letha! to unprotected persons____ 300,000 mi.' 
Fallout, significant contamination ______ Several million square 

miles. 

There are about 150 urban centers in west
ern Europe with populations above 200,000 
and they contain roughly one third of the 
region's 350 m1llion persons. Our example 
attack would include these and other centers 
with populations to well below 100,000. 

The top ten cities in West Germany range 
from West Berlin (population 1.9 mlllion) 
to Duisberg (population 0.57 million). The 
total urban area in these cities is 1250 sq. 
miles. Their total population of 9.5 mlllion is 
15% of that nation's 61 milllon persons. 
Twenty five 1 MT weapons wlll totally de
stroy these ten cities and nearly all their 
inhabitants. If half of these were ground 
burst the resulting fallout would be lethal 
to unprotected people over some 7500 sq. 
miles and there would be substantial risk of 
death or incapacitation over 25,000 sq. miles, 
or the equivalent of 26% of the 95,815 sq. 
miles area of the country. This would re?re
sent only about one sixth of the total attack 
on West Germany. About 150 weapons would 
be targetted on that nation. It would be 
utterly destroyed. 

The top ten cities in the United Kingdom 
range from London (population 7.03 m1llion) 
to Bristol (population 0.42 mil11on). They 
contain 12 milllon persons, nearly one quar
ter of the total population, and occupy 1130 
sq. miles. Twenty three 1 MT weapons are 
required to destroy them. Our hyoothetical 
attack sees 140 bombs allocated to the United 
Kingdom. 

The Warsaw Pact nations' nuclear weapons 
have a wide variety of yields and a major at
tack would in fact employ a complex mix of 
bombs drawn both from strategic and tac
tical arsenals (see Table 4). The relationship 
between weapon yield and area destroyed by 
blast, for example, tells us that five 0.1 MT 
bombs are about equal in respect to total 
blast effects to a single 1 MT. For the smaller 
urban targets smaller weapons are relatively 
much more effective than the larger ones 
(see Table 2). An attack with a carefully 
selected mix of weapons and more carefully 
adjusted targetting could efl'ect the same 
level of urban destruction as our example 
1,000 MT attack, but employing no more 
than 500 MT total. Less than 1,500 to 2,000 
weaoons would be required. 

The attack we consider, or an equivalent 
one, is easily within the ca.pacity of the So
viet Union to carry out. It could klll nearly 
all the persons in the urban centers of west
ern Europe and subject those areas to near 
total destruction. Indeed one might say the 
attack runs out of victims and targets. The 
area of lethal fallout would not be, as a prac
tical matter, large enough to put at risk all 
of those peo~le outside the centers un
touched by the direct effects of the attack 
but some fraction of them. perhaps as many 
as ~ to %. mlglht be affected, depending 
on the circumsta'"~ces of the attack. Given 
the preva111n~ winds. western Warsa.w Pact 
nations would very likely be seriously con
taminated from radioactivity derived from 
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their own attack on the NATO nations, in 
addition to whatever damage was inflicted 
by NATO weapons. In all of this we have not 
considered the thousands of smaller, tactical 
nuclear weapons which might be exploded 
by the participating nations outside of urban 
areas in the course of the mllitary operations 
of the war. 

No single nation has ever suffered the in
tense, pervasive destruction that would be 
visited on those countries struck in such an 
attack. With the industrial infrastructure 
essentially eliminated, perhaps on a conti
nent-wide basis, the urban centers largely 
gone, with transport, fuel, and key indus
tries wholly disrupted, with much agricul
tural land contaminated, and with no nearby 
regions undamaged which could provide aid 
and help initiate recovery, it seems likely 
that the survivors would face an appalling, 
very hopeless, task of reconstruction. Surely 
the target nations could no longer function 
as modern industrial states, or even minia
ture versions of them. With tlheir physical 
and cultural heritages destroyed, the nation
al identities would be obliterated. 

The survivors would include many injured. 
They would face a ravaged env•ironment. 
They would have to compete among them
selves for the remaining stores of food, fuels, 
medicines, and other necessit-ies vital to'their 
survival. As these supplies dwindled the 
plight of the survivors would worsen marked
ly. They would ·be in a grim race to reestab
lish tlhe means of producing the foods and 
other materials they would need, an ade
quate industrial capacity along with means 
of transport, before critical suppUes became 
exhausted. 

Carrying out these crucial tasks would be 
further complicated by the immense psycho
logical trauma visited on the survivors by the 
unprecedented destruction about them, by 
the loss of all of the familiar landmarks and 
easy circumstances of their preconfiict life, 
and by the appalling prospects they would 
face. The extent to which this might hinder 
or halt recovery efforts and reduce the sur
vivors to apathetic beings unable to do more 
than await death is not known with confi
dence. However, studies of the survivors of 
Hiroshima and Nagasaki and of other natural 
or war-induced catastrophes suggest that the 
trauma would be a very major complicating 
fa<'tor i~ the recovery. 

It is crucially important to recognize that 
a smaller attack along the general lines we 
have set forth would still inflict on the struck 
nations an utterly unprecedented level of 
destruction. An attack in the range of 2-300 
MT could produce well over 100,000,000 cas
ualties, along with extensive long term dam
age to the regional environment and biota. 
Such an attack could still result in nearly 
complete destruction of the important key 
industrial sectors and the most important of 
the energy systems and links in the trans
portation and food sectors on which a suc
cessful recovery effort would have to depend. 

CONSEQUENCES OF GLOBAL NUCLEAR WAR 

There is a not inconsiderable chance that 
nuclear war in Europe would be accompanied 
by large scale nuclear conflict between the 
Soviet Union and the United States of Amer
ica, perhaps including China. If this were so, 
wholly new kinds of acute damage could be 
done to the global environment and to the 
global biosphere. Following such a general 
nuclear war there would then arise the strong 
possibil1ty that mankind, and indeed all life, 
could no longer continue as it always has. 
The specific problems of the European sur
vivors would dissolve into the much larger 
calamity facing everyone. 

A general nuclear war could involve the 
detonation of perhaps 30,000 to 50,000 nu
clear bombs with an aggregate of 12,000 to 
15,000 MT of nuclear yield. The principal tar
get nations would be obliterated. 

The detonations would produce some 75 
million tons of nitrogen oxides which, as we . 
have noted, would ca.use blologlcaJ.ly lnJu-

rious ultraviolet light to reach the ground 
at hazardous levels, increasing perhaps by 
factors of 6 to over 100 above normal. Ani
mals and insects could be blinded, burned, 
or kllled and crops and other plants and 
trees scorched or killed. Marine life would 
be affected. Lethal levels of sunburn in hu
mans might occur in as short a period as 2 
hours, and people could not go into the sun 
without being swathed and goggled. The 
damage would involve the entire Northern 
Hemisphere and to a less but stlll important 
extent the Southern one as well. It could 
persist for years after the attacks. 

In addition to intense radioactive fallout 
over the target nations and some adjacent 
areas, globally dispersed radioactivity would 
increase the rates of lethal cancer worldwide. 

Both the increased levels of ultraviolet ra
diation and the radioactivity could cause 
genetic damage, mutations. and some death 
in most species of living things. Mutation 
of some pathogens would possibly lead to 
novel virulent strains that could cause dis
ease epidemics both of crops and animals 
on a global scale. Moreover in the target 
countries where fallout would be most in
tense, widespread destruction of plant and 
animal life could lead to major ecological 
imbalance, because some species are far more 
radiosensitive than others. The changes 
would very likely be unfavorable to agricul
ture and anima.! husbandry. Many trees and 
some plants are no more resistant to radia
tion than humans. Extensive forest kill 
would, after a year or so, allow widespread 
forest fires to develop, setting the stage for 
serious erosion. 

Ground-burst nuclear explosmns throw 
great quantities of gravel and debris into 
the atmosphere, as we noted earlier. In a 
large nuclear exchange this would involve 
several cubic miles of material, more than 
from the world's largest natural explosion, 
the volcano Krakatoa in 1883. 

Some of the material is so fine it would 
remain in the atmosphere for years. Addi
tional smoke and dust would come from 
huge fires, some set by the explosions them
selves, others in kllled forests, which in some 
periods of the year could encompass hun
dreds or thousands of square miles. Because 
thesa dusts reflect or absorb small amounts 
of sunlight which would othe·rwise warm 
the Earth's surface they can lead to global 
cooling and to changes in the distribution 
and amount of rainfall. 

The effects of the suspended particulates as 
well as consequences of ozone d.epletion 
might lead to global cooling with an average 
temperature drop as great as several degrees 
centigrade, although it might be smaller or 
even negligible. As a result the possibllity 
of climatic changes of a very dramatic na
ture can by no means be ruled out. And only 
one degree of cooling would, according to a 
National Academy of Sciences report, elimi
nate wheat growing in Canada. The normal 
ranges of crops could everywhere be altered 
and normally consistent weather patterns 
u;>set. For example, the monsoon in ·the In
dian subcontinent could be altered, affect
ing half a billion people. Climatic alteration 
would directly affect the growing of fOOd in 
virtually every nation on earth. With the 
halting of U.S. and Canadian grain exports, 
two-thirds of the international commerce in 
these critical foods would disappear, caus
ing widespread famine in both the develop
ing and industrial countries. 

All of these consequences of a general nu
clear war could thus be the cause of drastic 
degradation in the global circumstances in 
which life flourishes. Whethe·r some espe
cially unfortunate combination of biological 
or physical events would ultlmwtely make 
human survival impossible is not yet known. 
The uncertainties are large and present 
knowledge is inadequate to say. It cannot 
now be ruled out. 

If there were biological survival of the hu
man species, the war would still have serf-

ously prejudiced the prospects for humanity 
and blighted in the most abrupt and grA.ve 
manner the hopes of continued betterment 
for the race. The scars would last for cen
turies or longer, and perhaps might nevc::r 
bo erased. 

(From the New York Times, Apr. 28, 1981] 
SPECIALISTS ENVISION ATOM WAR IN EUROPE 

(By Frank J. Prial) 
GRONINGEN, THE NETHERLANDS, April 24.

The threat of a nuclear war has increased 
dangerously recently, and the site for that 
war, if it comes, probably wm be Europe. This 
was the major them~ that emerged from a 
two-day conference here on nu.::lear war. 

"There is a growing feeling that we are 
moving inexorably toward a nuclear war in 
Europe," said Gene R. LaRocque, a retired 
American .rear admiral and the keynote 
speaker at the conference. "It seems unfair 
that nuclear war wm be fought over and in 
the nations which have nothing to say about 
whether nuclear weapons are to be used." 

Admiral LaRocque, who is director of the 
Center for Defense Information in Washing
ton, a private group, was expressing the 
sentiments of many of the participants here, 
particularly the Dutch, who are resisting the 
emplacement of new NATO missiles on their 
soil. 

The meeting at the University of Gronin
gen, called the Conference on Nuclear War in 
Europe, comes at a time when the more vig
orous military stance in Washington is clash
ing with the increased reluctance on the part 
of some European members of the North 
Atlantic Treaty Organization to participate 
fully in modernizing the alllance's m111tary 
strength on the Continent. 

WHERE THE ARMIES ARE 

The next war, presumably a nuclear war, 
according to speakers here, is likely to occur 
in Europe for a variety of reasons, not the 
least being the fact that Europe is where the 
armies are. "For 35 years, two enormous 
armies have stood breathing into each other's 
faces, as it were," said Michael Harbottle, a 
retired British Army brigadier. "It is unique 
in the history of the world." 

Even though neither the East nor the West 
has pursued any new territorial goals in the 
area for two decades, the confrontation per
sists and the tension increases, Mr. Harbottle 
and other military specialists said. "The war 
could start somewhere in the third world," 
said one, "but it would soon develop into con
filet here in Europe." 

The conference is being held under the 
auspices of the Center for Defense Informa
tion, which is basically opposed to the spread 
of nuclear weapons, and by the univer
sity. It is taking place barely a month 
before Dutch elections that could influence 
the country's decision to accept or reject the 
new NATO missiles. 

Panel groups explored the ways in which 
nuclear war could start and how it could be 
fought . While "conscious decision by a major 
power" and "escalation of a conventional 
war" were among the reasons given for an 
outbreak of nuclear war, so were malfunction 
of a weapons system, computer error in. a 
firing system, irrational behavior by control
lers, possession of nuclear weapons by irre
sponsible governments and/ or terrorists. 

As more nuclear weapons are deployed, 
speakers noted, chances of any of these events 
causing a war increase also. 

MILITARY CALLED DOMINANT IN U.S. 

Admiral LaRocque posed· another problem. 
"We are moving away from polltical solu
tions," he said. "We are being driven by the 
m111tary. The milltary in the United States 
is the dominant force in our society. We criti
cize our clergy, our judges, even our wives
but never the Joint Chiefs of Staff." 

The military, he asserted, see crises in 
terms of military solutions, and they are 
having their way now. "The NATO Nuclear 
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Planning Group, which ha.s the responsibility 
for charting the course of NATO nations on 
matters of nuclear war, has urged the Euro
pean nations to rapidly acquire more accu
rate, more destructive nuclear weapons," the 
admiral said, "but the group offers no sup
porting evidence that these new weapons will 
make us more secure, or victory in a. nuclear 
war more likely." 

Some analysts said the Western world had 
been lulled by years of belief in an on-going 
detente. "The Russians backed down in Cuba 
in 1961," said one speaker. "They swore then 
that they would never have to do it again, 
and I suspect that they do not." 

There is a. ca. tch phrase in England these 
days, Brigadier Harbottle said. "We have had 
35 years of peace thanks to Polaris," he said. 
"We will have 30 more thanks to Trident and 
cruise. It's just not true. Deterrence is only 
a. prophylactic-not a. cure. It creates a. false 
sense of security and only encourages the 
continued arms race." 

THE NATIONAL TOURISM POLICY 
ACT 

e Mr. PRESSLER. Mr. President, I view 
today's action on the National Tourism 
Policy Act by the House Energy and 
Commerce Committee with positive 
feelings. 

The proposal of the House Energy and 
Commerce Committee is certainly an im
provement over the course suggested bY 
the Carter administration last year and 
by the Commerce Department this year. 
I am pleased that the House agrees with 
the Senate's position that operation of 
the Federal Government's tourism effort 
should not be turned over to the Interna
tional Trade Administration. I would 
anticipate general agreement on the no
tion that even a renamed U.S. Travel 
Service is better than a program con
trolled by those Federal officials charged 
with promoting the export of manufac
tured goods. 

With today's action the way has been 
cleared to finish the job started by the 
Senate in January. I look forward to be
ginning discussions with my colleagues 
in the House on a final version of this 
legislation. I am confident we can build 
a solid package which will improve the 
status and treatment of travel and tour
ism within the Federal Establishment.• 

PROGRAM 
Mr. TOWER. Mr. President, under the 

order previouslv entered, the Senate 
comes in at 9:30. Is that correct? 

The PRESIDING OFFICER. The Sen
ator is correct. 

Mr. TOWER. Are there any special 
orders? 

The PRESIDING OFFICER. There are 
no special orders. 

Mr. TOWER. At what time do we pro
ceed to the consideration of S. 815? 

The PRESIDING OFFICER. At 9:45 
a.m. 

Mr. TOWER. And then the amend
ment of the Senator from Michigan <Mr. 
LEVIN) will be in the pending business? 

The PRESIDING OFFICER. The Sen
ator is correct. 

Mr. TOWER. I thank the Chair. 
Mr. President, I suggest the absence of 

a quorum. 
The PRESIDING OFFICER. The clerk 

will call the roll. 
The legislative clerk proceeded to call 

the roll. 
Mr. BAKER. Mr. President, I ask 

unanimous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
obje'Ction, it is so ordered. 

RECESS UNTIL 9:30 A.M. TOMORROW 
Mr. BAKER. Mr. President, I know of 

no further business to come before the 
Senate on this side. I ask the distin
guished minority leader if he knows of 
anything. 

Mr. ROBERT C. BYRD. Mr. President, 
the distinguished majority leader is most 
gentlemanly to ask. I know of nothing. 

Mr. BAKER. Mr. President, in that 
event, I move, in accordance with the 
previous order, that the Senate stand in 
recess until the hour of 9:30 a.m. to
morrow. 

The motion was agreed to and, at 9: 32 
p.m., the Senate recessed until tomorrow, 
Wednesday, May 13, 1981, at 9:30a.m. 

NOMINATIONS 
Executive nominations received by 

the Senate May 12, 1981: 
DEPARTMENT OF STATE 

Thomas 0. Enders, of Connecticut, a. For
eign Service officer of the class of Career 
Minister, to be an Assistant Secretary of 
State, vice Willliam Garton Bowdler, re
signed. 

Daniel J . Terra, of Illinois, to be Ambas
sador at Large for Cultural Affairs. 

ACTION AGENCY 
Lawrence F. Devenport, of California, to 

be an Associate Director of the ACTION 
Agency, vice John Robert Lewis, resigned. 

FEDERAL EMERGENCY MANAGEMENT AGENCY 
Fred Joseph Villella, of California., to be 

an Associate Director of the Federal Emer
gency Management Agency, vice Frank A. 
Camm, resigned. 

SMALL BUSINESS ADMINISTRATION 
Paul Robert Boucher, of Virginia, to be 

Inspector General, Small Business Adminis
tration (reappointment). 

FEDERAL PROCUREMENT POLICY 
Donald E. Sowle, of Virginia, to be Ad

ministrator for Federal Procurement Policy, 
vice Karen Hastie Williams, resigned. 

DEPARTMENT OF DEFENSE 
Tidal W. McCoy, of Virginia., to be an As

sistant Secretary of the Air Force, vice 
Joseph Charles Zengerie III, resigned. 

DEPARTMENT OF ENERGY 
Shelby Templeton Brewer, of Maryland, to 

be an Assistant Secretary of Energy (Nuclear 
Energy), vice George W. Cunningham, re
signed. 

FEDERAL ENERGY REGULATORY COMMISSION 
Charles M. Butler III, of Maryland, to be 

a. Member of the Federal Energy Regulatory 
Commission for the remainder of the term 
expiring October 20, 1983, vice Charles B. 
Curtis, resigned. 

COMMODITY FUTURES TRADING COMMISSION 
Philip F. Johnson, of Illinois, to be a. Com

missioner of the Commodity Futures Trad
ing Commission for the term expiring April 
13, 1984, vice Gary Leonard Seevers, resigned. 

PhiiJ.ip F. Johnson, of Illinois, to be chair
man of the Commodity Futures Trading 
Commission, vice James M. Stone, resigned. 

FEDERAL COMMUNICATIONS COMMISSION 
Mary Ann Weyforth Dawson, of the Dis

trict of Columbia, to be a. Member of the 
Federal Communications Commission for a 
term of 7 years from July 1, 1981, vice Robert 
E. Lee, resigned. 

CONFIRMATION 
Executive nomination confirmed by 

the Senate May 12, 1981: 
GENERAL SERVICES ADMINISTRATION 

Gerald P. Carmen, of New Hampshire, to 
be Administrator of General Services, vice 
Rowland G. Freeman III, resigned. 

The above nomination was approved 
subjection to the nominee's commitment 
to respond to requests to appear and 
testify before any duly constituted com
mittee of the Senate. 

WITHDRAWAL 
Executive nomination withdrawn 

from the Senate May 1, 1981: 
FEDERAL EMERGENCY MANAGEMENT AGENCY 
The withdrawal of the nomination of Fred 

Joseph Villella., of California, to be Deputy 
Director of the Federal Emergency Manage
ment Agency (new position), which was sent 
to the Senate on May 1, 1981. 


		Superintendent of Documents
	2016-11-14T15:06:06-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




